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HIGHWAY REVENUE ACT OF 1956 


TUESDAY, FEBRUARY 14, 1956 


Hovse or REPRESENTATIVES, 
ComMITTEE ON Ways AND Means, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to call, in the main hearing 
room of the House Committee on Ways and Means, Hon. Jere Cooper 
(chairman) presiding. 

The Cuarrman. The committee will please be in order. 

The Committee on Ways and Means will begin public hearings on 
H. R. 9075, the Highway Revenue Act of 1956. In addition to re- 
ceiving testimony on this legislation introduced by our colleague, 
Congressman Hale Boggs, the committee will also receive testimony 
on other possible revenue sources and rate levels which witnesses 
may feel warrant committee consideration. 

here are many bills pending before the Congress which provide 
for the financing of our Federal highway program. and, in addition 
to these bills, there have been numerous proposals which have been 
presented to the committee and many which have been presented 
in publications. The committee will give consideration to these 
proposals. Persons who desire to call any specific proposal to the 
attention of the committee may do so during these public hearings by 
appearing before the committee or by submitting a statement for 
inclusion in the record. 

The companion legislation, H. R. 8836,.providing authorization for 
the appropriations for the proposed highway program is presently 
being considered by the House Committee on Public Works. That 
legislation, introduced by our colleague, the Honorable George H. 
Fallon, would authorize an appropriation or express the intent of 
Congress with respect to the appropriation over the years 1957-69 of 
$36.6 billion consisting of $24.8 billion additional funds for develop- 
ment of an interstate system, authorization for regular Federal aid 
of $10.7 billion, and $1.0 billion for Federal domain roads. 

It is the plan of the committee to have the author of the authorizing 
legislation, Congressman Fallon, appear before the committee on 
Wednesday morning to describe the highway program. 

Without objection, I will have a copy of the bill, H. R. 9075, in- 
cluded in the record at this point. Also, without objection, I will 
have inserted in the record at this point the press release issued by me 
on February 6, 1956, announcing the oebilie hearings and a press 
release issued by the author of the bill, the Honorable Hale Boggs, 
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announcing the bill’s introduction. At this point in the record, 1 
will also insert a staff summary of H. R. 9075. 
(The material referred to is as follows :) 


{H. R. 9075, 84th Cong., 2d sess.] 


A BILL To amend the Internal Revenue Code of 1954 to provide additional revenue from 
the taxes on motor fuel, tires, and trucks and buses 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


SECTION 1. SHORT TITLE, ETC. 

(a) SHorr TitLE.—This Act may be cited as the “Highway Revenue Act of 
1956”. 

(b) AMENDMENT or 1954 Cope.—Whenever in this Act an amendment is ex- 
pressed in terms of an amendment to a section or other provision, the reference 


shall be considered to be made to a section or provision of the Internal Revenue 
Code of 1954. 


SEC. 2. INCREASE IN TAXES ON DIESEL FUEL AND ON SPECIAL 
MOTOR FUELS. 


(a) Diese, Fur,.—Subsection (a) of section 4041 (relating to tax on diesel 
fuel) is amended by striking out “2 cents a gallon” and inserting in lieu thereof 
“3 cents a gallon”. 

(b) Sprecran Motor Furts.—Subsection (b) of section 4041 (relating to spe- 
cial motor fuels) is amended by striking out “2 cents” and inserting in lieu 
thereof “3 cents”, and by adding after paragraph (2) the following: 

“In the case of a liquid sold for use or used for the propulsion of a motor boat 
or airplane, the tax imposed by paragraph (1) or by paragraph (2) shall be 2 
cents a gallon in lieu of 3 cents a gallon.” 

(c) Rate Repucrion.—Subsection (c) of section 4041 (relating to rate re- 
duction) is amended to read as follows: 

“(e) Rate REpUcTION.—On and after July 1, 1971— 

“(1) the taxes imposed by this section shall be 1% cents a gallon; and 
“(2) the second sentence of subsection (b) shall not apply.” 


SEC. 3. INCREASE IN TAX ON TRUCKS, TRUCK TRAILERS, BUSES, ETC. 


So much of paragraph (1) of section 4061 (a) (relating to tax on trucks, 
truck trailers, buses, etc.) as precedes “Automobile truck chassis” is amended 
to read as follows: 


“(1) Articles taxable at 10 percent, except that on and after July 1, 1971, 
the rate shall be 5 percent—”. 


SEC. 4. INCREASE IN TAXES ON TIRES OF THE TYPE USED ON HIGH- 
WAY VEHICLES; TAX ON TREAD RUBBER, ETC. 


(a) IN GENERAL.—Section 4071 (relating to tax on tires and tubes) is amended 
to read as follow: 


“SEC. 4071. IMPOSITION OF TAX. 


“‘(a) IMPOSITION AND Rate or Tax.—There is hereby imposed upon the 
following articles, which are wholly or in part of rubber, sold by the manufac- 
turer, producer, or importer, a tax at the following rates: 

“(1) Tires of the type used on highway vehicles, 8 cents a pound. 
““(2) Other tires, 5 cents a pound. 

“(3) Inner tubes for tires, 9 cents a pound. 

“(4) Tread rubber, 3 cents a pound. 

““(b) DETERMINATION OF WeEIGHT.—For purposes of this section, weight shall 
be based on total weight, execpt that in the case of tires such total weight shall 
be exclusive of metal rims or rim bases. Total weight of the articles is to be 
determined under regulations prescribed by the Secretary or his delegate. 

“(e) Rate Repuction.—On and after July 1, 1971— 


“(1) the tax imposed by paragraph (1) of subsection (a) shall be 5 
cents a pound; and 


““(2) paragraph (4) of subsection (a) shall not apply. 
(b) TECHNICAL AMENDMENTS.— 


(1) Section 4072 (defining the term “rubber”) is amended to read as. 


follows: 
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“SEC. 4072. DEFINITIONS. 


“(a) Russer.—For purposes of this chapter, the term ‘rubber’ includes syn- 
thetic and substitute rubber. 
“(b) Treap Russer.—For purposes of this chapter, the term ‘tread rubber’ 
means any material— 
“(1) which is commonly or commercially known as tread rubber or 
camelback ; or 
““(2) which is a substitute for a material described in paragraph (1) and 
is of a type used in recapping or retreading tires.” 
(2) The table of sections for part II of subchapter A of chapter 32 is 
amended by striking out 
“Sec. 4072. Definition of rubber.” 
and inserting in lieu thereof 
“See. 4072. Definitions.” 


SEC. 5. INCREASE IN TAX ON GASOLINE. 


Section 4081 (relating to tax on gasoline) is amended to read as follows: 


“SEC. 4081. IMPOSITION OF TAX. 


“(a) In Generat.—There is hereby imposed on gasoline sold by the producer 
or importer thereof, or by any producer of gasoline, a tax of 3 cents a gallon. 
“(b) Repucep RATE IN CERTAIN Cases.—Under regulations prescribed by the 
Secretary or his delegate, in the case of gasoline sold by the producer or importer 
thereof, or by any producer of gasoline, for use other than as a fuel in a highway 
vehicle the tax imposed by subsection (a) shall be 2 cents a gallon in lieu of 
3 cents a gallon. 
“(c) Rate Repucrron.—On and after July 1, 1971— 
“(1) the tax imposed by this section shall be 1% cents a gallon; and 
(2) subsection (b) shall not apply.” 


SEC. 6. FLOOR STOCKS TAXES. 


(a) Impostrr10N oF TaxEs.—Subchapter F of chapter 32 (special provisions 
applicable to manufacturers taxes) is amended by renumbering section 4226 
as 4227 and by inserting after section 4225 the following new section: 


“SEC. 4226. FLOOR STOCKS TAXES. 
“(a) In GENERAL.— 

“(1) 1956 TAX ON TRUCKS, TRUCK TRAILERS, BUSES, ETC.—On any article 
subject to tax under section 4061 (a) (1) (relating to tax on trucks, truck 
trailers, buses, etc.) which, on July 1, 1956, is held by a dealer for sale, 
there is hereby imposed a floor stocks tax at the rate of 2 percent of the 
price for which the article was purchased by such dealer. If the price for 
which the article was sold by the manufacturer, producer, or importer is 
established to the satisfaction of the. Secretary or his delegate, then in lieu 
of the amount specified in the preceding sentence, the tax imposed by this 
paragraph shall be at the rate of 2 percent of the price for which the article 
was sold by the manufacturer, producer, or importer. 

“(2) 1956 TAX ON TIRES OF THE TYPE USED ON HIGHWAY VEHICLES.—On 
tires subject to tax under section 4071 (a) (1) (as amended by the Highway 
Revenue Act of 1956) which, on July 1, 1956, are held— 

“(A) by a dealer for sale, 

“(B) for sale on, or in connection with, other articles held by the 

manufacturer, producer, or importer of such other articles, or 

“(C) for use in the manufactuer or production of other articles, 
there is hereby imposed a floor stocks tax at the rate of 3 cents a pound. 
The tax imposed by this paragraph shall not apply to any tire which is held 
for sale by the manufacturer, producer, or importer of such tire or which 
ae subject under section 4218 (a) (2) or 4219 to the manufacturers tax 
on tires. 

“(3) 1956 TAX ON TREAD RUBBER.—On tread rubber subject to tax under 
section 4071 (a) (4) (as amended by the Highway Revenue Act of 1956) 
which, on July 1, 1956, is held by a dealer, there is hereby imposed a floor 
stocks tax at the rate of 3 cents 4 pound. 

“(4) 1956 TAX ON GASOLINE.—On gasoline subject to tax under section 
4081 which, on July 1, 1956, is held by a dealer for sale, there is hereby 
imposed a floor stock tax at the rate of 1 cent a gallon. The tax shall not 
apply to gasoline in retail stocks lield at the place where intended to be sold 
at retail, nor to gasoline held for sale by a producer or importer of gasoline. 
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“(b) OVERPAYMENT OF FrLoor Stocks Taxes.—Section 6416 shall apply in 
respect of the floor stocks taxes imposed by this section, so as to entitle, subject 
to all provisions of section 6416, any person paying such floor stocks taxes to 
a credit or refund thereof for any of the reasons specified in section 6416. 

““(c) MEANING or TeRMS.—For purposes of subsection (a), the terms ‘dealer’ 
and ‘held by a dealer’ have the meaning assigned to them by section 6412 (b).” 

(b) TecHNICAL AMENDMENT.—The table of sections for subchapter F of chav- 
ter 32 is amended by striking out 

“Sec. 4226. Cross references.” 
and inserting in lieu thereof 

“Sec. 4226. Floor stocks taxes. 

“Sec. 4227. Cross references.” 


SEC. 7. CREDIT OR REFUND OF TAX. 


(a) FLoor Stocks Rerunps.—Section 6412 (relating to floor stocks refunds) 
is amended to read as follows: 


“SEC. 6412. FLOOR STOCKS REFUNDS. 
“(a) IN GENERAL.— 

“(1) PASSENGER AUTOMOBILES, ETC.—Where before April 1, 1956, any 
article subject to the tax imposed by section 4061 (a) (2) has been sold 
by the manufacturer, producer, or importer and on such date is held by a 
dealer and has not been used and is intended for sale, there shall be credited 
or refunded (without interest) to the manufacturer, producer, or importer 
an amount equal! to the difference between the tax paid by such manufacturer, 
producer, or importer on his sale of the article and the amount of tax 
made applicable to such article on and after April 1, 1956, if claim for such 
credit or refund is filed with the Secretary or his delegate on or before 
August 10, 1956, based upon a request submitted to the manufacturer, pro- 
ducer, or importer before July 1, 1956, by the dealer who held the article 
in respect of which the credit or refund is claimed, and, on or before August 
10, 1956, reimbursement has been made to such dealer by such manufacturer, 
producer, or importer for the tax reduction on such article or witten consent 
has been obtained from such dealer to allowance of such credit or refund. 

“(2) TRUCKS AND BUSES, TIRES, TREAD RUBBER, AND GASOLINE.—Where be- 
fore July 1, 1971, any article subject to the tax imposed by section 4061 (a) 
(1), 4071 (a) (1) or (4), or 4081 has been sold by the manufacturer, pro- 
ducer, or importer and on such date is held by a dealer and has not been 
used and is intended for sale (or, in the case of tread rubber, is held for 
use), there shall be credited or refunded (without interest) to the manu- 
facturer, producer, or importer an amount equal to the difference between 
the tax paid by such manufacturer, producer, or importer on his sale of the 
article and the amount of tax made applicable to such article on and 
after July 1, 1971, if claim for such credit or refund is filed with the 
Secretary or his delegate on or before November 10, 1971, based upon a 
request submitted to the manufacturer, producer, or importer before October 
1, 1971, by the dealer who held the article in respect of which the credit or 
refund is claimed, and, on or before November 10, 1971, reimbursement has 
been made to such dealer by such manufacturer, producer, or importer for 
the tax reduction on such article or written consent has been obtained from 
such dealer to allowance of such creditor refund. No credit or refund shall 
be allowable under this paragraph with respect to gasoline in retail stocks 
held at the place where intended to be sold at retail, nor with respect to 
gasoline held for sale by a producer or importer of gasoline. 

“(b) Derrnirions.—For purposes of this section— 

“(1) The term ‘dealer’ includes a wholesaler, jobber, distributor, or re- 
tailer, or, in the case of tread rubber, subject to tax under section 4071 (a) 
(1), includes any person (other than the manufacturer, producer, or im- 
porter thereof) who holds such tread rubber for sale or use. 

“(2) An article shall be considered as ‘held by a dealer’ if title thereto has 
passed to such dealer (whether or not delivery to him has been made), and if 
for purposes of consumption title to such article or possession thereof has not 
at any time been transferred to any person other than a dealer. 

“(c) LImMITaTION ON ELIGIBILITY FoR CREDIT oR REFUND.—No manufacturer, 
producer, or importer shall be entitled to credit or refund under subsection (a) 
unless he has in his possession such evidence of the inventories with respect 


to which the credit or refund is claimed as may be required by regulations pre- 
scribed under this section. 








hn a a ec IN ts i TICE boy te Dit 





HIGHWAY REVENUE ACT OF 1956 5 


“(d) Orner Laws ApPLicaBLe.—All provisions of law, including penalties, ap- 
plicable in respect of the taxes imposed by sections 4061, 4071, and 4081 shall; 
insofar as applicable and not inconsistent with this section, apply in respect of 
the credits and refunds provided for in this section to the same extent as if such 
credits or refunds constituted overpayments of such taxes.” 

(b) Specrat Cases.—Section 6416 (b) (2) (special cases in which tax pay- 
ments considered overpayments) is amended by striking out the perior at the 
end of subparagraph (1) and inserting in lieu thereof a semicolon, and by adding 
at the end thereof the following: 

“(J) In the case of a liquid in respect of which tax was paid under 
section 4041 (b) at the rate of 3 cents a gallon, used or resold for use as 
a fuel for the propulsion of a motorboat or airplane; except that the 
amount of such overpayment shall not exceed an amount computed at 
the rate of 1 cent a gallon; 

“(K) In the case of gasoline in respect of which tax was paid under 
section 4081 at the rate of 3 cents a gallon, used or resold for use other- 
wise than as a fuel in a highway vehicle; except that (i) the amount 
of such overpayment shall not exceed an amount computed at the rate 
of one cent a gallon, and (ii) this subparagraph shall not apply in 
respect of gasoline which was (within the meaning of paragraphs (1), 
(2), and (3) of section 6420 (c)) used on a farm for farming purposes; 

“(L) In the case of a liquid in respect of which tax was paid under— 

“(i) section 4041 (a) at the rate of 3 cents a gallon, 

“(ii) section 4041 (b) at the rate of 3 cents a gallon, or 

“(iii) section 4081 (a) at the rate of 3 cents a gallon, 
used or resold for use by any person in connection with furnishing sched- 
uled common carrier public passenger land transportation service along 
fixed routes, but only if at least 95 percent of the mileage of the fixed 
routes on which such person furnishes such service is within the limits 
of a single commercial zone. The amount of any overpayment under 
this subparagraph shall be an amount equal to the difference between 
the tax paid and a tax computed at the rate of 2 cents a gallon. For 
purposes of this subparagraph, the term ‘commercial zone’ means a 
zone prescribed by the Interstate Commerce Commission as the com- 
mercial zone of a municipality.” 


SEC. 8. EFFECTIVE DATE. 


The amendments made by sections 2, 3, 4, and 5 of this Act shall take effect on 
July 1, 1956. 


Hon, JERE COoPER, CHAIRMAN, COMMITTEE ON WAYS AND MEANS, ANNOUNCES 
PusBLic HEARINGS ON THE “HIGHWAY REVENUE Act oF 1956” (H. R. 9075) 


The Honorable Jere Cooper, chairman, Committee on Ways and Means, today 
announced that the committee would hold public hearings on the “Highway 
Revenue Act of 1956”, H. R. 9075, introduced by the Honorable Hale Boggs 
(Democrat, Louisiana). This legislation would provide for raising the neces- 
sary Federal revenues to finance the proposed new Federal highway program. 

The hearings will begin on Wednesday, February 15, 1956, and it is hoped 
that they can be concluded by Tuesday, February 21, 1956. 

Chairman Cooper announced that the hearings will not be limited solely to 
the revenue sources described in the bill. Comments from witnesses are also 
desired on other possible revenue sources which witnesses may feel will warrant 
committee consideration. 

The bill introduced by Mr. Boggs would raise— 

(1) the present 2 cents a gallon tax on gasoline to 3 cents. 

(2) the present 2 cents a gallon taxes on diesel fuel and special motor 
fuels to 3 cents, 

(3) the present 5 cents a pound tax on tires to 8 cents, 

“ the present 8 percent tax on trucks, trailers, and buses to 10 percent, 
an 

(5) provide a 3-cents per pound tax on camelback or retread rubber. 

The rates of increase for the taxes described above are fixed in the interest of 
obtaining a free exchange of views on what these rates should be from witnesses 
appearing before the Committee om Ways and Means. The items on which in- 
creases are proposed by the Boggs bill would be temporary increases, effective 
for only the period in which the proposed highway bill would be in effect. The 
termination dates for the new rates are fixed at July 1, 1971, under the bill. 
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The Boggs bill would impose the tax increases described above only with 
respect to “highway vehicles.” In addition, it provides a special exemption in 
the ease of the gasoline, diesel and special motor fuels, taxes for municipal and 
other loca! transportation systems. 

It is estimated that the proposed new road program, together with the existing 
highway program (for other than Federal domain roads such as those in the 
national parks) will cost approximately $35 billion over the next 15 years. 
Existing highway use taxes, namely, these on gasoline, diesel and special motor 
fuels and tires and tubes are expected to raise approximately $22 billion over 
the same period. The Boggs bill would raise about $12 billion in additional 
revenues over the next 15 years to make the highway program self-financing. 

Persons desiring to testify on the legislation may arrange to do so by submitting 
a written request to the clerk of the Committee on Ways and Means, room 1102, 
New House Office Building, Washington, D. C., by Monday, February 13, 1956. 
It is desired that to the maximum extent possible interested groups designate one 
representative as spokesman for an industry or association. The chairman has 
instructed the clerk to receive prepared statements (in triplicate) from persons 
who desire to have a statement included in the printed record of the hearings in 
lieu of a personal appearance. Such statements for inclusion in the record 
must be received in the committee office not later than February 25, 1956. 

Pursuant to the usual committee practice, it is requested that each witness 
furnish the clerk with 50 copies of his prepared testimony for the use of the 
committee, 24 hours in advance of his scheduled appearance. Witnesses who 
desire to have their prepared statements distributed to the press should furnish 
the clerk with an additional 50 copies for this purpose. 


Hox. Hate Boecs (Democrat, LOUISIANA), MEMBER OF THE COMMITTEE ON WAYS 
AND MEANS, ANNOUNCES THE INTRODUCTION OF THE HIGHWAY REVENUE ACT OF 
1956 (H. R. 9075) 


The Highway Revenue Act of 1956 (H. R. 9075) which I have introduced today 
seeks to provide the framework for the additional revenues required for a pay- 
as-you-go national roadbuilding pr 

The bill which will be considered by the full Committee on Ways and Means at 
public hearings beginning Wednesday, February 15, 1956, supplements the 
Fallon bill now being considered by the Committee on Public Works, and is the 
result of intensive studies on the part of the Ways and Means Committe staff, 
working with the staffs of the Joint Committee on Internal Revenue Taxation, the 
Treasury Department and the Bureau of Public Roads. 

This legislation will set aside for highway purposes all of the revenues now de- 
rived from gasoline, diesel fuel, special motor fuels, and tires and inner tubes. 
This represents a vast increase in the present approximate $700 million per 
annum from these sources now being used for highway pu 

Over the 15-year period of the program it is estimated that almost $22 billion 
of the approximate $35 billion required will be derived from existing revenues. 

We have after much study written in exemptions from the proposed increase 
in taxes. These exemptions would include bus transportation systems operated 
within metropolitan areas, fuels and tires which are used on vehicles which are 
not highway vehicles, and the farmers’ exemption provided for in legislation 
recently passed by the House of Representatives. 

Every study indicates the tremendous speed for the proposed highway pro- 
gram, both from the point of view of the economic development and security of 
the Nation. 

The Congress last year rejected the bond proposal which carried estimated 
interest charges of about $11 billion. The pay-as-you-go program will save these 
enormous costs to the American people. Actually, the additional revenues which 
would be produced by my bill are only about $1 billion more than this interest 
item alone would have been. 

The Commission on Intergovernmental Relations, in its report to the Presi- 
dent on June 20, 1955, recommended that the interstate highway system be 
financed on a pay-as-you-go basis and ous as the Congress provide additienal rev- 
enue for this purpose primarily from increased motor fuel taxes. As stated 
by the Commission, increased taxes are preferable to deficit financing as a 
means of supporting larger highway outlays by the national government, because 
deficit financing would result in high interest charges and shift the burden of 
payment to citizens of a future generation who will have continuing highway 
and other governmental responsibilities of their own to finance. 
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It is understood that the President, after a conference with the Honorable 
Joseph W. Martin, Jr. (Republican, Massachusetts), House Republican leader, 
has decided to abandon his plan for issuing bonds as a means of financing the 
highway program, and that the President now approves and supports the pro- 
posed pay-as-you-go method of financing, to which Mr. Martin has pledged bi- 
partisan support. 

The following new rates are proposed in the bill: Gasoline, diesel fuel, special 
motor fuels, from 2 cents to 3 cents; tires, from 5 cents to 8 cents; camelback 
or tread rubber, to be taxed at 8 cents per pound; and the excises upon trucks, 
buses, and truck trtailers, from 8 percent to 10 percent. 

It is estimated that these levies will yield about $12 billion over the 15-year 
period (fiscal years 1957-71) as set forth in the following table : 


Anticipated revenue yield 




















Rate Revenue 
Item | mn ) aT nie eh eel 
Present Proposed Present \H. R. 9075 }) 

6 | TE Se — | —__—_ _____ i— —— 

| Billions | Billions Billions 
CONDONE. gees saiteuige Fqn%e 2 cents..... sheath Oi entens ox $18.0 $8.6 | $26. 6 
inns dy cecnnedkeaern Sion a cdcntem-seccidievaee Raima ae 5 | 2 | 7 
Special motor fuel. - |. - A |. Wee. sa5. 2) 23 3 
Trucks, buses, and trailers. __.| 8 percent_.--.-..- 10 percent. (3. 5)| .9 9 
Si he viiben gece ee ee ee -| a 3.3 | 2.0 5.3 
Camelback. -------- iascees glad Diba petal anaes dence te asia 0 | 2 | 3 
Utes. hee cts hb REINS Cori sees 22.0 12.0 | 34.0 





1 Adjusted for exemptions previously indicated, 
Norte.—Parentheses indicate figure not included in totals. 


It is my hope that we will have full cooperation of all of the Government 
departments, the affected industries, and the public at large so that we may 
be able to pass this legislation providing the money to build the roads at the 
same time that we pass the legislation providing for the roads. 


SUMMARY OF HIGHWAY REVENUE Act oF 1956, H. R. 9075 
Introduced by Congressman Hale Boggs, of Louisiana, on February 6, 1956 
PURPOSE OF BILL 


To provide additional revenue from the taxes on motor fuel, tires, and trucks 
and buses. 

Section 1: This section provides that the short title of the bill is to be the 
“Highway Revenue Act of 1956,” and that amendments referred to in the bill 
are to the Internal Revenue Code of 1954, 

Section 2: Section 2 deals with the taxes on special fuels. It raises— 

(1) The tax on diesel fuel from 2 cents to 3 cents a gallon; and 
(2) The tax on special motor fuels from 2 cents to 3 cents a gallon. 

The tax on diesel fuel already applies only in the case of diesel-powered high- 
way vehicles. The bill makes no change in this. The tax on special motor fuels 
at the present time applies in the case of fuel used for the propulsion of motor 
vehicles, motorboats and airplanes. The bill provides that the new 3-cent tax 
is to apply only for fuel used in the propulsion of motor vehicles. The tax on 
ae motor fuel used in the propulsion of motorboats or airplanes remains at 
2 cents. 

The tax increases provided by this section are to apply until July 1, 1971. As 
of that time these tax rates are to go down to 1% cents a gallon, the same rates 
which present law provides are to be effective as of April 1, 1956. 

It is estimated that the present 2-cent tax on diesel fuel will yield $492 million 
over the next 15 years. The additional 1-cent tax is expected to increase revenues 
by an additional $246 million over this same period. 

The Federal road bill, H. R. 7474, introduced by Congressman Fallon last 
year, would have provided a tax of 4 cents a gallon for diesel fuel and 3 cents 
a gallon for special motor fuels. 

Section 3: Section 3 relates to the ad valorem tax on trucks, buses, and truck 
trailers (but not passenger cars). 
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At the present time the tax rates with respect to a sale by a manufacturer of 
one of these trucks, etc. is 8 percent. The bill raises this rate to 10 percent 
for the period until July 1, 1971, when a 5 percent rate becomes effective. This 
5 — rate is the rate which under present law becomes effective April 1, 
1956. 

The present 8 percent tax on trucks, buses, etc. is expected to yield $3,544 
million over the next 15 years. The additional 2 percent tax is expected to 
increase this yield by $886 million in the same period. 

This change is the same as that provided by the Fallon bill last year. 

Section 4: Section 4 provides an increase in the tax on tires and also provides 
a new tax on what is called tread rubber. 

The present tax on tires is 5 cents a pound and that on inner tubes is 9 
cents a pound. 

The bill divides tires into two groups: 

(1) those of the type used on highway vehicles which are taxed at a 
rate of 8 cents a pound, and 

(2) other tires (such as those used for tractors) which will continue to 
be taxed at 5 cents a pound. 

No change is made in the 9 cents a pound tax on inner tubes for tires. 

The bill imposes a new tax on tread rubber at 3 cents a pound. 

Tread rubbed is defined as material commonly or commercially known as 
tread rubber or camelback or substitutes for such material which are used for 
recapping or retreading tires. 

The increased tax rate in the case of highway vehicle tires and the tax on 
tread rubber are to be effective until July 1, 1971. After that time the tax on 
highway vehicle tires will be the same as that on other tires, now 5 cents a 
pound, and the tax on tread rubber will become inapplicable. 

The yield from the present tax on tires and tubes over the next 15 years is 
expected to be $3,340 million. The 3-cent increase in highway vehicle tires is 
expected to account for an additional $2,001 million over the 15-year period and 
a 3-cent tax on tread rubber about $177 million. 

The Fallon bill also provided for certain increases in the taxes on tires and 
a tax on what is now called tread rubber (called camelback in that bill). How- 
ever, the rates and classifications in the Fallon bill were quite different. The 
Fallon bill provided a 15-cents-a-pound tax for what may be called large tires 
(those more than 9% inches in cross section and more than 18 inches in rim 
diameter), and an 8-cents-per-pound rate with respect to medium-sized tires 
(more than 7% inches in cross section and more than 18 inches in rim diameter 
but not those classified as large tires above). The tax on other tires (such as 
those used on nonhighway vehicles and also those used on passenger cars) was 
left at the present rate of 5 cents a pound. Inner tubes for the large and 
medium-sized tires were taxed under the Fallon bill at a rate of 15 cents a pound. 
The tax on other inner tubes remained at 9 cents a pound. The tax on camel- 
back under the Fallon bill was 15 cents a pound, but applied only to camelback 
a for use on large tires (camelback with a crown width of 6 inches or 
more). 

Section 5: This section increases the tax on gasoline from 2 cents to 3 cents 
a gallon. This 3-cent rate is to be applicable, however, only in the case of fuel 
for use in highway vehicles. The present tax of 2 cents a gallon is to continue 
for gasoline used in other vehicles. 

This provision does not affect the refund provision for farmers. 

The 3-cents-a-gallon tax on gasoline is to be applicable until July 1, 1971, at 
which time the rate will revert to 1% cents a gallon, the rate which otherwise 
would become effective as of April 1, 1956. 

The present 2-cent tax on gasoline is expected to raise $17,993 million in the 
next 15 years. The additional 1-cent tax is expected to raise $8,624 million in 
the same period. 

The Fallon bill also would have raised the tax on gasoline to 3 cents a gallon. 
The additional tax in this case would have applied to “fuel sold for the propul- 
sion of a vehicle used on the public highways.” 

Section 6: Section 6 provides floor-stock taxes with respect to the additional 
or new taxes for inventories of dealers on hand on July 1, 1956, in the case of — 

(1) trucks, truck trailers, buses, etc. (2 percent) ; 

(2) tires of the type used on highway vehicles (3 cents a pound) ; 

(3) tread rubber (3 cents a pound) ; and 

(4) gasoline (1 cent a gallon but not applicable to retail inventories). 
The Fallon bill provided substantially similar floor-stock taxes. 
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Section 7: Section 7 provides for both floor-stock refunds and certain special 
refunds. The floor-stock refunds are to be effective on July 1, 1971. Refunds 
are provided for the same taxes with respect to which taxes are imposed under 
section 6 (the error in the 1954 code providing refunds for auto parts also is 
removed). This is substantially the same as the Fallon bill provided last year. 

The special refunds or credits provided by section 7 include refunds and 
credits— 

(1) where special motor fuel taxed at 3 cents a gallon (on the assumption 
that it would be used in motor vehicles) is used or resold for use in a motor- 
boat or airplane (which, therefore, should be taxed at 2 cents a gallon). 

(2) where gasoline taxed at 3 cents a gallon (on the assumption it would 
be used in a highway vehicle) is used or resold for use in other than a 
highway vehicle (which, therefore, should be taxed at 2 cents a gallon), and 

(3) where diesel fuel, special motor fuel, or gasoline taxed at 3 cents a 
gallon is used or resold for use by a local transit system (see definition 
below). 

In all 3 of the cases described above the refunds or credits are limited 
to 1 cent a gallon. In addition in the case of gasoline used in a nonhighway 
vehicle the refund or credit is not to be available in the case of gasoline used 
on a farm for farming purposes for which an annual refund is provided by H. R. 
8780, which recently passed the House. The refunds or credits provided here 
differ from those for gasoline used on a farm for farming purposes in that 
they are to be made at the time of purchase through the person who paid the 
tax. 

The local transit system which is to be eligible for a 1-cent per gallon refund 
with respect to the gasoline tax is defined as one “* * * furnishing scheduled 
common carrier public passenger land transportation along fixed routes, but 
only if at least 95 percent of the mileage of the fixed routes on which such a 
person furnishes such service is within the limits of a single commercial zone.” 

A single commercial zone is to be one described by the Interstate Conimerce 
Commission in its regulations as a commercial zone of 1 municipality. 

The refunds described above are similar to those in the Fallon bill last year, 
or in the case of the local transit system exemption similar to the committee 
amendment to the highway bill prepared for presentation on the House floor. 
The Fallon bill, however, had a 75 percent milage requirement. 

Section 8: This section provides the effective date of July 1, 1956, for the 
increases or new taxes provided by the bill. 


Summary of revenue effect * 


{In millions] 


Estimated revenue to be derived in next 
15 years from— 








— 
ee 








| 

Present | Additional ited 6 oe 

rates rates otal rates 
I pct hncedeticepeinhealaimeted Suukedeiiciead | $17, 993 | $8, 624 $26, 617 
Diesel fuel _- eS <A 492 246 738 
Tires and inner tubes 3, 340 22,178 5, 518 
vo OR ee eee ae ce ae (3) 886 3 886 
a iiss thea o ce iacs Gea aceite eth tae hs 3 21, 825 11, 934 3 33, 759 





1 These estimates have been derived from estimates of the Bureau of Public Roads. 

2 Includes a new 3 cents a pound tax on tread rubber, for which the estimate is $177 million. 

3 It is estimated present rates on trucks, buses, etc. would yield $3,544 million. This is excluded, however, 
since it is not considered a highway-use tax. 


NotEe.—The cost of the total highway program, including existing aid but excluding Federal domain 
roads, sich as those in the national parts, is estimated at about $35.5 billion for the next 15 years. Thus 
the highway taxes listed above would cover all but about $1.9 billion of these highway costs. 


The Cuamman. The witness scheduled to appear before the com- 
mittee today is the distinguished Secretary of the Treasury, the Hon- 
orable George M. Humphrey. Tomorrow, the committee will begin 
receiving testimony from public witnesses. Mr. Humphrey, it is a 
pleasure to greet you this morning, and we ask that you come forward 
and identify yourself for the record. 

The committee extends to you a very cordial welcome. 
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STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY, ACCOMPANIED BY DAN THROOP SMITH, SPECIAL 
ASSISTANT TO THE SECRETARY 


Secretary Humpurey. Thank you, Mr. Chairman. 

I am George M. Humphrey, the Secretary of the Treasury, and I 
appear in that capacity. 

I have a prepared statement, which I will read, Mr. Chairman, if 
it meets with your approval. 

The Cuatrman. Without objection, Mr. Secretary, you may com- 
plete your statement without interruption. 

Secretary Humpnrey. I am very glad to have the opportunity to 
appear before you this morning to discuss the problem of financing 
the highway program, which we all agree is so important from many 
standpoints in the national interest. 

It is now proposed that the program will be financed on a pay-as- 
you-build basis, rather than on a pay-as-you-ride basis. The only 
decision that remains to be made therefore is the selection of the par- 
ticular taxes which will provide adequate financing. 

The decisions on the particular additional or new taxes to be im- 
posed is, of course, a matter for determination for the Congress. In 
the hearings over these next several days this committee will receive 
testimony which will be helpful in making this selection and in de- 
termining the amounts of the various taxes that will most fairl 
raise the necessary totals required. The Treasury Department will 
be glad to continue to work with you and your staffs in preparing the 
estimates of receipts from various alternatives and combinations of 
taxes. 

We all recognize the importance of having a single, integrated 
highway program which will make it possible to plan and carry out 
the development of the Interstate System as a unit. I will give you 
estimates this morning on the basis of a 12-year building and a 12-year 
spending program. 

Over 12 years, total expenditures for the Interstate System and for 
the primary, secondary, and urban programs under 1954 and prior 
authorizations and H. R. 8836, come to a total of $35.2 billion. The 
existing gasoline and diesel fuel taxes of 2 cents per gallon in a 
12-year period available for this program will bring in $14.2 billion, 
leaving about $21 billion to be provided by new taxes. 

We have figures showing the amount of revenue which would be 
derived in a 12-year period from an increase of 1 cent or in some 
cases of 1 percentage point in the rate of tax on various items which 
have been suggested to us as possible sources of additional revenue. 
These are: 

For each 1 cent: 
Gasoline 
Diesel fuel 
Lubricating oil 
WiVOS — nun 5 ne st i a is se oi see hb SS es 
Camelback 
Tubes 
For each 1 percent: 
Trucks and buses 
Parte GAG ACNOeOOt OR. 335-5 se sc pep eee nsny 
Registration fee at $1 per 1,000 pounds of weight: 
Automobiles 
Trucks and buses registered for highway use 
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H. R. 9075, which is now before your committee, provides a 1-cent 
increase in gasoline and other fuel taxes, an increase from 5 to 8 cents 
a pound on tires and a new tax of 3 cents a pound on camelback, and 
an increase of 2 percent, from 8 percent to 10 percent, in the excise tax 
on trucks and buses to equal the present tax on passenger cars. These 
new taxes proposed under this bill in the 12-year period would bring 
in $9.1 billion, which is less than half the total required over the 12 2 
year period and indicates the need for an additional $11.9 billion to 
finance the program on a pay-as-you-build basis. The calculation 
prepared in connection with this bill as used by the committee in- 
cludes as available for this purpose over a 12-year period $2.6 billion 
of existing excise taxes on tires which are now included in our general 
revenues and which if diverted to this use will have to be raised in 
some other way to replace an equal amount to cover their loss in general 
revenue. 

Estimates of tax receipts extending over a 12-year period inevitably 
involve the use of various underlying estimates in making the calcula- 
tions and are subject to substantial margins of error. The projections 
used in the table which I have just referred to here are the same as 
those used by the Fallon committee a year ago and they have also been 
used in the revenue projections made by your committee in connection 
with H. R. 9075. 

I want to call attention to one final point. I have referred to a 
$35.2 billion Federal expenditure for roads over a 12-year period. 
This, of course, does not indicate the full scale of road construction un- 
der the Federal program. A little over $10 billion or nearly one-third 
of the total goes back to the States for primary, secondary and urban 
roads which are financed by a 50-50 Federal matching grant. There 
will, accordingly, be an equivalent amount of State expenditures in this 
category. The expenditures on the interstate system would be a total 
of $25.1 billion on a 90-10 matching system, which means that there 
will be State expenditures of almost $3 billion in this category making 
total expenditures for roads under this program in 12 years of $48.1 
billion. 


Total road expenditures under Federal-aid program 





° [Billions of dollars] 
Federal grants for: 
Sr re I CII ii tiie cteei edn nm nnenn= 10.1 
Sn ae th pds cancnlimigiiacgntlamrsaod 25.1 
OI a i I i i al encleieligien ll 35. 2 
State matching expenditures for: 
I a ceitine soendib ipa gebiarsonaniananigngesn 10.1 
I a a a a ee aa a i ca nem aces ices oo nag Gems ee 2: 
a a a la de 12.9 
I hs can ona chain geegeimcencecapanae 48.1 


With these expenditures, we can look forward to making up the 
present deficiencies in highway construction and securing a system 
of roads which we so badly need. 

Everyone wants roads—more and better roads. The problem is 
to provide the money to pay for them on a pay-as-you-build basis. 

73749—56——2 
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Improved highway transportation is one of the great necessities 
of our times. A large part of our commerce and industry depends 
upon it. Our farms require it. The jobs of millions of men and 
women in this country depend upon it. The further growth of the 
great auto industry and all the ramifications in the use of steel, fuel, 
rubber and thousands of products from hundreds of sources cannot 
continue to develop unless our highway transportation is developed 
concurrently. The Treasury is prepared to lend the fullest support 
to the deliberations of your committee and the Congress to the end 
that a highway program which all Americans need and want may be 
realized. 

Mr. Chairman, I concede it to be the duty of the Treasury in this 
circumstance to be the servant of this committee to supply in every 
way we can information that you gentlemen may want to have to 
guide you in your deliberations. 

The Cuairman. Does that complete your statement, Mr. Secretary ? 

Secretary Humrnrey. That completes the statement. 

The Cuarmrman. We thank you for your very fine statement and 
the information given the committee, and we are especially grateful 
for your generous offer to cooperate and be of assistance to the com- 
mittee in working out this program that is now presented to us. 

I might say, Mr. Secretary, that the gentlemen from Louisiana, 
Mr. Boggs, served as chairman of the subcommittee that did a great 
deal of work on this subject during the last session of Congress. I 
thought it was a courtesy to which he was entitled, and I requested 
him to introduce this bill, and I also asked him to take the lead, along 
with the other members of his subcommittee, in going into this subject 
that is now presented to the full committee for consideration. 

So at this time, Mr. Boggs, of Louisiana, is recognized. 

Mr. Boees. Thank you very much, Mr. Chairman. 

Mr. Secretary, last year, of course, this subject involved the ques- 
tion of whether or not you would pay for these highways by the 
issuance of bonds or by the levying of taxes. I wonder if you would 
mind explaining for the benefit of the members of the Ways and 
Means Committee, none of whom was present except for the members 
of our subcommittee, when you testified before the Public Works 
Committee, how you proposed to finance that Federal bond issue. 

Secretary Humpurey. Last year? 

Mr. Boses. Yes, last year. 

Secretary Humpnrey. Yes, Mr. Boggs. Last year it was suggested 
that the gasoline taxes would be dedicated to a special use and would 
be so handled in the way that trust funds are handled. 

Mr. Boces. If I may interrupt you, did you have in mind anything 
except the gasoline tax? What about the lubricating oil tax? 

Secretary Humpnurey. The present gas tax and any new taxes that 
were to be levied. 

Mr. Boces. Now, I am talking about then existing taxes. 

Secretary Humpnrey. I think all that went in at that time, Mr. 
Boggs, were just the gasoline taxes. No other taxes, of existing taxes. 

Mr. Boces. You said you did not include the lubricating oil tax? 

Secretary Humpurey. I am not sure. Diesel and gasoline. Did 
not diesel go in, too? I think diesel and gasoline went in, Mr. Boggs. 
And I will tell you why they were selected in lieu of any others. It 
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was not because of any special characteristic of those taxes that they 
were selected. The reason that they were selected was because they 
represented about an amount of money which is being paid out of 
general revenues at the present time for road purposes; so that by 
taking that amount of money out of general revenues and applying it 
to roads in the future we would be in approximately the same position 
that we are in at the present time by taking about the same amount 
of money out of general revenues for roads. And our general reve- 
nues would not be in any way depleted. 

Mr. Boges. I do not want to labor this point, but it is very signifi- 
cant in regard to the bill we are considering today. Because you made 
reference in your principal statement to the fact that we take the reve- 
nue from the tire tax, the existing revenues, and use them in this 
program. 

Now, I have before me the President’s report on the National High- 
way Program, page 22, “Breakdown over the 30-year period,” show- 
ing the amounts of fuel and lubricating oil taxes, which were dedi- 
cated to that purpose. That meant diesel, special fuels, gasoline, and 
lubricating oil. 

The document referred to appears in the appendix on p. 559.) 

Secretary Humpnrey. Where are you reading, Mr. Boggs? 

Mr. Boges. Let me identify the document. It is the National High- 
way Program message from the President. 

Secretary Humpurey. What page are you reading from? 

Mr. Bocas. Page 22. Page 22 shows the breakdown of proposed 
revenues, all of which came from existing taxes. 

Secretary Humpurey. Motor fuel and lubricating oil taxes. It is 
motor fuel, which of course would include the gasoline and the diesel 
oil. And this says “lubricating oils,” which is a relatively small 
amount. 

Mr. Boces. Motor fuels, which means gasoilne, diesel, special fuels 
tax, and lubricating oil. 

Secretary Humpurey. That is right. That is what this note says. 

Mr. Boaes. Now, the reason I insist upon that lubricating oil: My 
figures show that lubricating oil would amount to over a 15-year pe- 
riod about a billion and a half dollars. 

Secretary Humpurey. I think that is about right. 

Mr. Boces. So that an entire tax over the 15-year period would 
amount to about $3.3 billion. 

Secretary Humpurey. That is about right. 

Mr. Boses. So that insofar as existing revenues are concerned in 
the proposed bill before the committee, there is only a difference of 
about a billion dollars between this plan and the plan that was nec- 
essary to finance the bond plan. 

Secretary Humpurey. Well, if you want to drop the one out. But 
you see, Mr. Boggs, as I say, there is no magic in this. You can take 
the tires if you want, and take anything else you want, and put them 
in, providing you drop something else out. All we are talking about 
is taking out only approximately the same amount of money in the 
future that we are taking out at the present time. Otherwise we 
would be depleting our general revenues. 

We are now devoting certain sums of money to roads, that are 
coming out of general revenues. Now, we can continue to devote the 
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same kinds of moneys to the roads in the future that we have in the 
past without depleting our general revenues. But if we put anything 
else in, then we will deplete the general revenues, and then we have 
got to get it some place else. ; : 

Mr. Boees. No, Mr. Secretary. I am trying to get this straight for 
the members of this committee. Last year you appeared before the 
Public Works Committee, and you advocated an establishment of a 
Federal corporation which had the power to issue bonds. 

Secretary Humpurey. Right. 

Mr. Boees. Those bonds, as I understood the proposal, would have 
been issued over a 30-year maturity plan. You would have paid for 
the bonds—I used the word “dedicate.” It is the same word as you 
used, although I don’t know what the exact procedure would be in 
the Federal structure. You would have dedicated the taxes from 
gasoline, 2 cents a gallon, the taxes on diesel, 2 cents a |e the 
taxes on special fuels, 2 cents a gallon, and the taxes on lubricating 
oil, over a period of 30 years, to pay for those bonds. 

ecretary Humpurey. That 1s right. 

Mr. Boees. The interest cost, if I remember correctly, over the 30- 
year period, was about $11 billion. Is that figure correct ? 

Secretary Humpnrey. It is about that, as I remember. 

Mr. Boees. Now, last year when you said you would dedicate all 
of the gasoline tax, you were providing about three or four hundred 
million dollars over and above the amount of funds being appropri- 
ated by the Congress for the Federal-aid program. Is that not cor- 
rect? The Federal-aid program as figured in your bond program was 
about $650 million a year; is that right ? 

Secretary Humpnrey. That is what it was in the past year. Now, 
it was estimated to be about the same amount of money as the amount 
that we dedicated or said we would dedicate for the future. In other 
words, it was to be in the neighborhood, there, of a billion dollars, It 
would.start and work itself up. 

Mr. Boaes. Let us break 1t down so that everybody can under- 
stand it. What are the existing revenues, Mr. Humphrey, from the 
2-cent tax on gasoline, from the lubricating oil tax, and from the 
diesel and liquid fuel tax? 

Secretary Humpurey. In this reading from this same table that you 
referred to here a minute ago, the figures ran about like this. They 
start from $527 million, and they run up to $1,785,000. 

Mr. Boces. No, we have the figures here somewhere, but for the 
record I would like to have them. I would like the total on a yearly 
basis on gasoline, other fuels, and lubricating oil. 

Secretary Humpurey. Just a minute, Mr. Boggs. 

Mr. Boces. I know the figures are available. 

Secretary Humrnrey. We will have them for you in a minute. 

Mr. Boees. I have a chart here from the Bureau of Public Roads. 
I would rather have it from the Treasury Department than from * 
the Bureau of Public Roads. They do not collect the tax. 

Secretary Humrnurey. We will get it for you in just a minute. 

These tables are all made up on little variations, so if you will give 
us a minute we will try to give you the right ones. 

Mr. Sorru. The budget figures are set up on the basis of present. 
law ; Lam going to have to add the two figures together. 

Mr. Boces. We are talking about existing revenues ? 








enh 8 


HIGHWAY REVENUE ACT OF 1956 15 


Mr. Smiru. We are talking about revenues at the 2-cents-a-gallon 
rate. 

Mr. Boges. The existing rate ? 

Mr. Smirn. The existing rate. The official budget document is 
made up on the basis of the present. law, which provides for a reduc- 
tion in rate, you will recall, on April 1, which we have recommended 
be continued. 

Mr. Boees. Give us the collections for last year. 

Mr. Smirn. 1955, $947 million on gasoline. 

Mr. Boges. $947 million on gasoline. 

Mr. Suiru. Lubricating oils, $69,559,000. 

Mr. Boees. Diesel ? 

Mr. Smiru. Diesel, including special fuels, $24,767,000. 

Mr. Boggs. Now, what is the total? 

Mr. Smirn. $1,041 million. 

Mr. Bogas. Now, the appropiration last year, Mr. Secretary, for 
Federal aid, the existing program, was approximately $700 million ? 

Secretary Humpnrey. Between 7 and 8. 

Mr. Boges. The figure that you used in your breakdown on the bond 
proposal over a 10-year period, I believe, was $623 million? Was 
that it? 

Secretary Humpurey. It was some such figure as that, and it in- 
creased, you remember, $25 million a year. 

Mr. Bocas. $623 million. So that under your proposal you would 
spend from existing revenues the difference between $623 million and 
the total collections from those taxes. What does that amount to? 

Secretary Humpnrey. No, that is not quite right, Mr. Boggs. There 
was a difference of somewhere between six and seven hundred million 
dollars and around a billion dollars the first year. Then thereafter we 
estimated that if we were going to go ahead with that collection of 
taxes without the new law we would be expending the following year 
about a billion dollars out of our general revenues under the road plans 
as programed then, and as they would develop. 

Now, then, when we came to the bill, to prepare the bill, there was 
allocated six hundred twenty-three or some other figure for the State 
roads for the matching funds, plus, as I recall it, $25 million a year 
cumulative over the entire period, that would be added to that amount 
each year. But that was an arbitrary division. Our estimate was 
because, and the reason we selected these taxes to be applicable to this 
fund for bond retirement was because, we estimated that those taxes 
would bring in pretty much the same amount that we probably would 
pay under laws that then prevailed or that would prevail under a 
general road program, without regard to the Federal plan. That had 
to be of necessity an estimate. It had to be a guess as to what the Con- 
gress would do and how the money would come in and how the money 
would go out. But the basis of our estimate was that the money that 
would come in from those taxes would be approximately the amount 
that the Congress would have paid out on road programs if the gen- 
eral big bill that we are now talking about was abandoned. 

Mr. Boces. Well, but what you were doing: You were taking all 
the gasoline tax and the other fuel taxes, plus the lubricating oil tax, 
and you were bonding those taxes for 30 years; is that right? 

Secretary Humpnrey. That is right. 
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Mr. Boees. Now, what was the total amount of Federal aid, exist- 
ing Federal aid, under the bond proposal ? 

Suietors Humrurey. Well, as I say, it started with somewhere 
between 6 and 7 hundred million and went up cumulatively. 

Mr. Bocas. My estimate is that it was about $6 billion over a 10- 
year period. 

Secretary Humpnurey. Under the present proposal it is about $10 
billion in 12 years. 

Mr. Bocas. Under the present proposal it is $10 billion over 15 

ears. 
. Secretary Humpurey. Well, it is 10 billion over 12, too, so it is 
about the same. 

Mr. Boces. I do not understand. That brings me to the second 
point. The point I am trying to make, here, Mr. Secretary—— 

Secretary Humpurey. I think maybe we misunderstood each other. 
My estimate of the primary, secondary, and urban roads, the money 
that will go to them over a 12-year period, is approximately $10 
billion. And my estimate of what it would be over 15 years is a 
little over $13 billion. 

Mr. Boces. Well, the information furnished to us by the Public 
Works Committee in connection with the Fallon bill, which is a 
companion bill to this one, is that over a 15-year period the amount 
would be 10 billion and some odd million dollars. I have got the 
figure here somewhere. I don’t know where you have got the other 
figure from. 

Highway costs: This is the breakdown. Federal aid, 15 years, 
$10,675 million. Interstate, 13 years, $24,825 million. Or a total 
of $35 billion-plus. I included in here the Federal domain roads. 

Secretary Humpurey. I wonder, Mr. Boggs, if perhaps the dis- 
crepancy isn’t that you have not included about $1,800 million of 
appropriations that have already been made that will have to be 
paid during that period. 

Mr. Boaes. Well, I don’t see how you can reach that conclusion. 
That is an interesting point. Under the bill pending before the 
committee, the new tax rate becomes effective on July 1 of this year. 
So that you will have revenues coming in before you can conceivably 
start the interstate program. 

Secretary Humpurey. Well, you would have some. But that does 
not make any difference in the total estimates of expenditures. 

You see, I think one of the difficulties between our figures is that 
as we judge it, Mr. Boggs—now, I am not sure about this, but as we 
judge it—you have omitted something in all cases from your figures. 

aybe I can give you. these figures, and maybe this will help to 
clear it up. 

‘ain estimated expenditures over the 15-year period of about $35 
illion. 

Mr. Boces. That is correct. Over a 15-year period. 

Secretary Humpurey. That is right. Now, you estimated receipts 
of about $34 billion. 

Mr. Boces. Correct. 

Secretary Humpnurey. That left a deficit of about a billion dollars. 

Mr. Boaes. Correct. 

Secretary Humpurer. Now, then, during that period, during this 
15-year period 
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Mr. Boces. We would dedicate all the motor fuel taxes and all the 
tire tax. 

Secretary Humenrey. That is right. Now, during that period you 
also dedicated the tire taxes, and so forth, which total $3,300 million. 
And then you neglected, I believe, to include for that period taxes 
which must be collected to pay for bills that are already author- 
ized for which there is no money provided. And that makes the 
difference. That is about another $3,300 million. Now, I think that 
is where the difficulty comes in. 

Mr. Boges. I do not quite understand what you mean there, Mr. Sec- 
retary. Let me get this straight in my own mind. 

You had a proposal last year which dedicated all of the gasoline tax 
and all of the fuel taxes and all the lubricating oil taxes over a period 
of 30 years. Now, for that dedication you propose $25 billion in an 
interstate system and about $6 billion in the existing Federal-aid 
program. Are those figures substantially correct ? 

Secretary Humpurey. Will you say those last two again and let 
me check ? 

Mr. Boaas. You propose $25 billion in the interstate system and 
about $6 billion in the existing Federal-aid system ? 

Secretary Humpnrey. No. The total was $37 billion. 

Mr. Bogas. $11 billion of that was interest ? 

Secretary Humpnurey. That was the total of expenditures, here. 
The total of estimated receipts. I am sorry I haven’t got these figures 
at my fingertips, but you are talking about last year, and I. haven’t 
looked at last year’s figures for a year. 

Mr. Boces. Let me refresh your memory. You proposed on the 
interstate system $25 billion. Federal aid, primary and secondary, 
$5,250 million. 

Secretary Humpurey. That is correct. 

Mr. Boees. Federal aid, urban, $750 million. And forest highways, 
$225 million. You proposed a total of $38,225 million. 

Secretary Humpnrey. Well, I think that the Fallon bill, as I recall 
it, which was the one that we were discussing, had in it a $25 million 
increase in these roads. What I will have to do, Mr. Boggs—if you 
want to go back into last year, I really ought to refresh my recollection 
on last year. I did not know that we were discussing last year’s bill. 
I thought we were going to discuss this year’s bill. 

Mr. Boces. But, Mr. Secretary, the only way we can come to any 
conclusion on the dedication of existing revenues is to take a look at 
what you propose to do. 

Secretary Humpnrey. I will be very glad to do that. But as I told 
you, so far as it relates to the present time, we just take the bills and 
take the amount that we estimated we would leave, and dedicate it. 

Mr. Boses. This is very important. Because the statement which 
you read before the committee says to us that we are $11.9 billion shy. 
Is that correct ? 

Secretary Humpurey. That is correct. 

Mr. Boees. Yes, that is the figure, almost $12 billion. 

_ Secretary Humpnrey. Let me see if I can’t clear this up. What was 
in last year’s bill was not at all what we were estimating our current 
revenues would be depleted by road programs if there were no bill. 
Now, our estimate of the amount of money that we could dedicate was 
the amount we estimated we would spend if there would: be no bill. 
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So that that amount would reduce our general revenues for these 
matching funds. We were going to have to match funds under any 
circumstances. If there were no new bill at all, we would go ahead on 
the old basis presumably and spent a certain amount of money on a 
matching fund basis. And we estimated that the amount of money 
over this period of years that we would spend on a matching fund 
basis would be approximately the amount of these taxes that we dedi- 
cated. Now, that hasn’t a thing to do with what was in the bill. Ifthe 
new bill were passed, that gave an entirely new setup. What we were 
estimating was what we would do if there weren’t any bill. 

Mr. Boces. Well, but, Mr. Secretary, don’t you see that we are doing 
the same thing? There are two fundamental discrepancies here: 
No. 1 is the number of years which you take. You take 12 years. I 
don’t know where you get your 12-year figure from. 

Secretary Humpnrey. I will take any number of years. The only 
reason I suggest 12 years instead of 15 is because we have the feeling 
that we are in deficiency on our roads and and that we ought to make 
up our roads and that it ought to be at a more rapid rate. It is up 
to you gentlemen to say whether you want it on a 10-, a 12-, or a 15-year 
basis. You will have to figure that out. But I can tell you that if 
you do not do it faster than 15, you are going to be pretty slow in 
making up any deficiency. You are only going to be about keeping 
even with what you ought to be doing currently, and you will not 
be making up for the deficiency in roads that we ought to be doing 
now. That is why we picked 12. If you would prefer to have it 10, 
wecan put itonthe10. If you would prefer 15, we can have it 15. 

Mr. Boges. That is a decision that Congress will have to make. 

Secretary Humpnurey. That is right. I just took 12 because 12 does 
make up some of the deficiency, and in our opinion 15 does not. 

Mr. Boces. Well, but the difference is quite fundamental. Because 
just as easily you could say, “We will take 8 years” or “5 years” if 
you wanted to have a crash program. 

Secretary Humpurey. You could do that. Or 5. The Congress 
can pick any figure they want. ; 

Mr. Boees. But the figures that we have been working with are the 
figures provided us by the Bureau of Roads and by what is going on 
before the Public Works Committee. We have taken a 15-year period. 
So, take it on a 15-year basis, because that is a matter of policy that 
has to be determined by Congress. ‘ 

Secretary Humpurey. The Bureau of Roads I do not think took a 
15-year base, did they? The Bureau of Roads were talking about 10 
years. But you can have any combination you want. If you would 
rather stick to 15, it is perfectly agreeable with me. I will stick to 
any length of time you want. I simply gave you an illustration of 
what would happen on a 12-year basis. Lk: 

Mr. Boees. gS that using 15 years, you get an $11-billion figure then, 
do younot? An$11-billion deficit ? ; wid 

Secretary Humrnrey. No; on a 15-year base it comes to $8 billion, 
seven billion-nine. ; 

Mr. Bocas. On a 15-year base, suppose you have one of your esti- 
maters here figure this. Take all the gasoline tax, or take all the 
things that you dedicated in your bond proposal last year, all the reve- 
nue that you would have anywhere, not for 15 years but for 30 years 
ander your proposal. 
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Secretary Humpurey. We will take it for 15. So you have to have 
it all on the same base. 

Mr. Bocas. Take it for 15 years and see how much revenue that 
produces, 

Secretary Humeurey. Your expenditures for the 15 years would be 
$38 billion, not $35. Because when you add that, it is $35.2, but when 
you add 3 years you have that additional amount you have to spend 
on your matching funds. So your expenditures go up to $38.3 billion. 

Mr. Boces. Mr. Secretary, | will have to have a breakdown of that, 
because our figures for 15 years on public works are $10,675 million. 

Secretary Humpurey. Your figures on what ? 

Mr. Boges. The only thing that could vary would be the grant-in-aid 
program. The interstate system is set up for $25 billion. I do not 
see how it could possibly get to $38 billion. 

Secretary Humpurey. That is just what I said; just what we said 
before; that your figures are the figures on H. R. 8836, and they do not 
cover $1,885 million of additional funds that have been appropriated 
that have to be expended. 

Mr. Boaes. Appropriated for what year ? 

Secretary Humpurey. For the years 1957, 1958, 1959. I will read 
you the amounts per year. It is $685 million in 1957, $560 million in 
1958, $300 million in 1959, $180 million in 1960, $90 million in 1961, 
$60 million in 1962, and $10 million in 1963. Now, those are under 
1954 and prior authorizations, and I have to write checks for those au- 
thorizations, and I have to have some money coming in to write the 
checks against, and you completely left them out of your figures. It 
is all right to make up figures just on this bill, but I have to have 
something to write checks against. 

Mr. Boces. Those figures you are reading from, if I understand you 
correctly, are appropriation commitments that must be made on exist- 
ing Federal aid programs. 

Secretary Humpurey. That are all made now. 

Mr. Boaes. They may have been, but the appropriations haven't 
been made. The appropriations are made on an annual basis. 

Secretary Humpurey. That is right. But these are the estimates 
of the way it will go on this basis. 

Mr. Boges. Those are included in the $10 billion figure. 

Secretary Humpurry. I beg your pardon. 

Mr. Boees. Sure they are. 

Secretary Humpurey. Well, they aren’t. 

Mr. Boaes. You are talking about the years 1957, 1958, and 1959. 

Secretary Humpnrey. If you take your bill 8836, you will find 
that the provisions under the bill that you propose to spend here, 
under the bill itself, in 1957, is only $30 million, and then 170, and 
then 450, and the subtotal including the old and the new goes out at 
= 730, 750, 775, 800, 825, 850, 875, 900, and on up to over a billion 

ollars. 

Mr. Boces. Well, Mr. Secretary, that is all included in the $10,675 
million. 

Secretary Humpurey. No, if you add those figures up you will find 
they add up to $13 billion in 15 years. 

Mr. . Ido not understand what figures you are adding up. 

Secretary Humpurey. Here are the figures, and they add up to that 
amount. And if we take what is now provided for and what you are 
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providing for, that is the amount of money I have got to write checks 
against. 

er. Boaes. Well, I call your attention to the figures that the Bureau 
of Public Roads gave us. 

Secretary Humpurey. I think, Mr. Boggs, that is probably where 
the error is. I think probably it is in the fundamental figures thut 
were handed to you; that they neglected to put in all of the money 
that we have to write checks against. 

Mr. Bocas. Well, Mr. Secretary, that is something that will require 
further investigation. You are now talking about $13 billion or more 
in Federal aid. 

Secretary Humpurey. Over 15 years; $10 billion in 12 years and 
$13 billion in 15 years, under the terms of the past authorizations and 
the new authorizations of this new bill. 

Mr. Boaes. You see, when we start talking about the deficiencies 
in the revenues, you are talking about $8 billion more of roads than 
the President talked about in his message last year. 

Secretary Humpurey. No. 

Mr. Bocas. Because he allocated $5,250 million for Federal aid. 
Of course, that was over a 10-year period. 

Secretary Humpurey. Well, you see, again you have to be awfully 
careful about what you are talking about. What the President pro- 
posed was not what we finally discussed at all. The figures built up 
finally were the Fallon bill, and the Fallon bill had a very different 
appropriation than the President proposed. 

Mr. Boges. Well, Mr. Secretary, let me see if I can get our thinking 
straight here. Assuming that the total expenditures over the 15- 
year period are limited to $35 billion, approximately—that is Federal 
aid in the interstate system—assuming that, and assuming you dedi- 
cate all of the gasoline tax, all of the fuels tax, and all of the tire tax, 
what would be the total amount of revenue? 

P Sra Humeurey. This is revenue here. That would be a 
eficit. 

I hesitate to give you off-the-cuff figures on these complicated calcu- 
lations, because you can make an awful mistake awfully quick. You 
see, your expenditures are not going to be 35 under the bill. They 
are going to be 38. And when you put in some new taxes—I would 
rather have you tell me, Mr. Boggs, what it is that you want and let 
me get you figures that I know are right, rather than to try to answer 
you and perhaps mislead you, here, monkeying around with figures 
that take very careful calculations. 

If what you are trying to get at is this, Mr. Boggs: I wonder if you 
are thinking or trying to suggest that a year ago we ourselves pro- 
vided for some reduction of our existing general revenues to be diverted 
to roads. Now, if that is what you are trying to get at, I can say to 
you right now that we cannot, at the present time, deplete our general 
revenues for roads. We are balancing a budget on an extremely nar- 
row margin, without any depletion in our general revenues for roads 
except these specific items that we have contemplated. And if you 
want roads, and you want a balanced budget, you have got to provide 
every dollar that you are going to get except these items I give you. 

Now, if you want to unbalance the budget, that is your privilege, to 
propose it. But if you want this budget balanced on the basis we 
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have it, you cannot take any money out of our general revenues except 
these items I have given to you now. 

Mr. Boces. I think you have put your finger right on the crux of 
the thing. Now, last year, under your proposal, you would have gone 
into the general revenues to that extent where the amount was greater 
than what you were appropriating at that time. 

Secretary Humpurey. We estimated, Mr. Boggs, that we would not. 
That was the basis of our procedures, that we would not. We estimated 
that we would spend on roads on the old basis as much as we gave you. 

Mr. Boces. Mr. Secretary, do you have any objection to the Con- 
gress dedicating the gasoline tax to this program ? 

Secretary Humrnrey. I do not. 

Mr. Bogas. Do you have any objection to dedicating the fuels tax ? 

Secretary Humpurey. The gasoline and diesel fuel are the things 
that are in the figures that we have proposed. 
rs ee Do you have any objection to us dedicating the lubricat- 
ing oils 

Secretary Humpurey. That was in the figures a year ago, I believe, 
and is not in the present figures. 

Mr. Boees. You would eliminate them now, when you had them last 
year? 

Secretary Humpnrey. Yes, sir. 

Mr. Bocas. Now, how could you justify that? 

Secretary Humpurey. Because you have a different situation. You 
have an entirely different proposal. And you are trying at this time to 
pay as you go currently without depleting your general revenue. 

Mr. Boges. Mr. Secretary, let us be fair. You would certainly have 
taken those revenues away from the Treasury if you had issued these 
bonds, the lubricating oil revenues. 

Secretary Humpurey. Under the Clay proposal, it never contem- 
plated paying as you go. The Clay proposal was the exact opposite. 
It was based on pay-as-you-use rather than pay-as-you-build. 

Mr. Boces. That is neither here nor there, Mr. Secretary. I want 
to know whether or not under the proposal before the committee last 
year to finance those bonds—— 

Secretary Humpurey. Which proposal? The Clay proposal? The 
Fallon proposal? 

Mr. Boges. The Clay proposal. 

Secretary Humpnrey. I will have to get the detail on that. 

Mr. Boces. This is very important. 

Secretary Humpnrey. Well, I will find out. I did not know you 
pob~ prem to go back over the Clay proposal. But I will find out and 

ou. 

Mr. Boces. You would not propose, would you, that we finance this 
whole program from new revenues 

Secretary Humpurey. I would proposed that this bill be financed 
out of all new taxes except those that are specifically dedicated. And 
those that are spseitientty dedicated at this time are simply the gas 
tax and the fuel taxes, the gas and the diesel taxes. 

Mr. Boees. So that you remove the dedication on lubricating oils. 

Secretary Humpurey. They are not in any of the figures I have 
given you. 

Mr. Boges. I just do understand the justification for that at all. 
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Secretary Humpurer. Well, I will tell you exactly what the justifi- 
cation is. The justification is that if you spend money that will de- 
plete the general revenues, you will unbalance the budget. 

Mr. Boces. Were you not going to spend that money last year to 
finance those bonds? 

Secretary Humpnrey. No, we were not. We had an entirely dif- 
ferent setup. 

Mr. Boces. Your proposal calls for including lubricating oil in the 
dedication ? 

Secretary Humeurey. It was an entirely different program of re- 
ceipts and expenditures and an entirely different base of proceeding. 
The two are not comparable at all, Mr. Boggs. 

Mr. Boces. Mr. Secretary, the only difference in the whole situation 
at the moment is that you dedicated the lubricating oil tax. We do 
not dedicate it at all. We dedicate the tire tax. That is the only 
difference. 

Secretary Humpnurey. The only difference is $3,300 million, then. 
That is all. 

Mr. Boces. The lubricating tax was $1,450 million over a 15-year 
period. 

Secretary Humpurey. You say you are putting in the lubricating 
tax? 

Mr. Boces. I am just asking you if you object to putting itin. Sup- 
pose we followed exactly the plan you have: Take out the tires and 
put lubricating in, just like you had it. 

Secretary Humpurpy. What you would change, then, is about a 
billion and a half dollars. 

Mr. Boggs. That is right. Would you object to that? 

Secretary Humpnrey. I would. You are depleting our revenues of 
a billion and a half dollars. And any dollar that you take out of our 
yeneral revenues, you have to put back one way or another, or you will 
] that much short in our budget. 

Mr. Boecs. Mr. Secretary, you were depleting the revenues to that 
extent. 

Secretary Humpurey. No, we weren’t. 

Mr. Boges. Yes. How would you retire those bonds? 

Secretary Humpurey. No, we didn’t, Mr. Boggs. 

Mr. Boces. Well, it is in the breakdown. 

Secretary Humpurey. It is just a matter of adding up figures and 
what we have to pay our bills with. 

Mr. Boees. What you are doing: You are asking us to finance all of 
this on the gasoline tax and the special fuel and diesel tax. You refuse 
to give us a lubricating oil tax, and last year you took it yourself in the 
Clay proposal. That is exactly what happened. 

Secretary Humrnrey. It was on an entirely different basis. 

Mr. Boce@s. But the revenues still were dedicated, were they not? 

Secretary Humpurey. Well, it was on an entirely different basis of 
expenditures and an entirely different basis of operation. Now, don’t 
let us fool ourselves on this. You get so much on in, and you pay 
so much money out. If you are going to pay out a lot less money on 


one basis than you did on another; you do not need to get so much in. 
Under this program, you have got so much money to pay out, which 
is a lot more than you previously contemplated paying out, and there- 
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fore you have got to get more in to pay what you pay out in excess of 
what you previously planned. 

Mr. Boces. Mr. Secretary, I hate to labor this pomt, but under the 
dedication proposal, would the lubricating oil have been available for 
the Appropriations Committee of the Congress to appropriate for 
other purposes ¢ 

Secretary Houmpnrey. Going way back to the Clay proposal, it 
would, but the difference is that while that would have been dedicated 
in there, the expenditures were very much less going out, under the 
Clay proposal. And one offset the other, and we came out in a balance. 

Now, if you are going to increase your expenditures, you also have 
to increase your receipts, or you haven’t any money in the bank to 
write checks on. 

Mr. Bocas. I do not quite understand that. I do not quite under- 
stand what you said. Because the Clay proposal would take all of 
your gasoline tax, all of your diesel tax, and all your lubricating oil 
tax. So that insofar as general revenues are concerned, you would 
not have those funds. 

Secretary Humpurey. Well, I am sorry, Mr. Boggs. You are just 
wrong, and that is all. 

Mr. Boees. I just do not understand it. How you could have 
financed the bonds if you did not dedicate these funds is beyond me. 

Secretary Humpurey. Well, I will just tell you this. If you take 
more for this bill than the gasoline tax and the diesel fuel oil tax 
out of our current revenues, you will run a deficit in our current 
budget. If we are going to pay-as-you-go with this bill, you are going 
to have to provide taxes to meet the expenditures you propose to make. 

Mr. Boees. Of course, I might tell you, Mr. Secretary, that our 
philosophy there was that we are for the first time trying to provide 
some sort of correlation between the taxes collected from the auto- 
mobile industry and the vehicle industry and the building of roads. 
Now, actually, we do not take any of the lubricating oil tax. We do 
not take any of the excise tax on automobiles, which amounts to a 
very large sum of money. And the accessories tax we do not touch. 
We do not touch that. So that the only thing that we have done that 
is different from what you propose is that we proposed a tax on tires 
of 3 cents a pound across the board, and we went back and dedicated 
the existing tax on tires. 

Now, why did we do that? Certainly, if you are going to adopt a 
user philosophy, there is every bit as much logic in the dedication of 
the use of the tire as there is in the use of the fuel. And dollarwise, 
over the 15-year period, eliminating the lubricating oil and taking 
the tires, you have a difference of about a billion and a half dollars. 

Secretary Humpnrery. Mr. Boggs, if what you want to do is to 
dedicate, to try to be logical and to dedicate, as you say, all of the 
taxes that have to do with automobiles or road use of any kind and you 
want those to go into this pot, you will deplete our general revenues, 
which you gentlemen have voted for us to spend by that amount of 
money. Now, if you want to do that, then get some other taxes that 
will make up our general revenues, I do not care where you get the 
money from. But when you take the money out of one pot, you have 
got to put it back in the other. You cannot switch money out of our 
general revenues that you have already authorized us to spend and 
that is being spent, and put that money out of that pot, and not put 
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it back. And you can take all the money out of there you want if 
ou will put an equivalent amount back. Then we can go on and do 
usiness. But you cannot take that money out and not put it back 
and not run us into deficits. Under any guise or theory or anything 
else, it won’t work. 

Mr. Bocas. The only place we are in disagreement, and I cannot 
come to any other conclusions, is that by making a dedication on tires 
rather than lubricating oil such as you proposed in the Clay plan, 
we are about a billion and a half dollars into the general fund more 
on you would have been. That is the only difference in the $35 

illion. 
: Secretary Humpnrey. No; you are 7.9 billion short on a 15-year 
ase. 

Mr. Boees. Now, let me ask you this question. Assuming that we 
adopted this 12-year program rather than the 15-year program, and 
assuming that we did not dedicate the entire tax, how would you 
a making up the $11 billion deficit that you say that we would 

ave ? 

Secretary Humpurry. I have given you a list of all of the things 
that have been suggested to me, or that I have heard suggested, and 
given you the ratios at which you can tax them. Now, it is not 
my function, and especially it is not my function without hear- 
ing all of the parties involved, to pick out who shall pay these taxes. 
I think that is the job of the Ways and Means Committee, after 
hearing all of the interested parties, to take all the possibilities of 
raising tax and to determine what is the fair apportionment of the 
amount of money to be raised. And that is why I have tried to fur- 
nish you with as much data as possible for you to make all sorts 
of combinations to see who you will put the taxes on. 

I have told you the amount of money you have got to raise. I have 
told you all the people that I can see an the percentages and pennies 
that you can charge to get it from. And you will have to figure out 
who you are going to tax. I will make no recommendation in that 
regard, because you are going to have the advantage of hearing all 
of the witnesses and seeing all the studies, and that is your decision. 

Mr. Boaes. Do you think the proposals before the committee in 
the bill are fair? 

Secretary Humpurey. They will not raise the money. The trouble 
with the bill is that it leaves a great big deficit. 

Mr. Boees. You would not knock them all out. They raise $12 
billion over a 15-year period. 

Secretary Humpurey. They do not raise nearly enough. You are 
short nearly $12 billion. 

Wait a minute. On a 15-year basis you are short about $8 billion. 

Mr. Boces. Insofar as they go, are they fair proposals? 

Secretary Humpurey. I am not to judge that, Mr. Boggs. That is 
your job. Your function is to decide how you levy the tax. I have 
told you all the places to get it from and the way to do it. Now 
it is up to you to figure it out. Who is the proper fellow to put the 
burden on ¢ 

Mr. Boees. But, Mr. Secretary, it is not unusual for the Treasury 
Department to make tax recommendations. You make income-tax 
recommendations. 
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Secretary Humpurey. I have made a complete recommendation 
as to how you can proceed. 

Mr. Boees. I have no further questions. 

The Cuarrman. Are youthrough, Mr. Boggs! | ae 

Mr. Reed, do you have any inquiry? Any inquiry on this side? 

Mr. Byrnes of Wisconsin will inquire, Mr. Secretary. 

Mr. Byrnes. Mr. Secretary, as I understand it, it is your point 
that in order to keep the general funds in the same position that they 
are today you could go to the extent of dedicating the present gas 
taxes, diesel, and any further than that? 

Secretary Humrnrey. No. That is our position. 

Mr. Byrnes. You would suggest that we can take and dedicate 
all future revenues from present gas tax and present diesel tax and 
then dedicate exclusively to this highway purpose also any new taxes 
raised ? 

Secretary Humrpurey. That is right. 

Mr. Byrnes. Now, do you have any procedure to accomplish this 
dedication, so that as far as these new taxes go and the present tax 
on gasoline and diesel, so that they do not in the future get mingled 
up with general fund operations, and we know where we are going 
as far as actual revenues for road purposes? 

Secretary Humrnrey. I would suggest this, Mr. Byrnes, that we 
follow a practice similar to the practice that is followed for the social 
security and the other funds, and that we do not get to the physical 
earmarking of funds, but that we do as we do with those funds; that 
we estimate the amounts to be collected in these categories, and that 
those amounts be deposited in a special fund to the credit of a special 
fund; that the withdrawals then be made from that fund; that 
credits in that fund shall not be credits to the budget ; but that deficits 
in that fund shall be deficits in the budget. In other words, if we 
collect in, under these taxes that you gentlemen will provide, $3 
billion in a year, that would be credited to this highway fund. If 
in that year the actual expenditures were $2 billion, 2 of the 3 would 
be spent, and we would have a plus-1 left in the fund. Now, that 
plus-1 would not be a credit in balancing the budget; any more than 
the plus-funds for social security or these others are a credit for 
the budget. It would be carried exactly as we carry those other funds. 
It would just be a credit to a fund, which we show up every year. 

Now, then, if the next year we collected $3 billion, and the next 
year we — $4 billion, the $3 billion would go into the fund that 
had $1 billion already in it. That would be $4 billion in the fund. 
And we would spend the 4, and the fund would be absorbed. The 
next year if we collected $3 billion and we spent $5 billion that year, 
we would put 3 in the fund, and the fund would only have 3 in it, 
and if we — 5, the fund would be depleted of its 3, and there 
would be a $2 billion deficit of money that would have to come out 
of general revenues, and that would be a debit to the budget, which 
would unbalance the budget by that extent. 

If I have made myself clear, I think that is the proper way to 
handle the accounting for these funds, ; 

Mr. Byrnes. Can that be done administratively? Or should that 
mechanism be worked into the legislation itself? — 
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Secretary Humpurey. I suppose it should be indicated in the legis- 
lation how it would be handled. There is no new plan at all. It is 
exactly the way we handle the funds today, the other funds. 

Mr. Byrnes. The social security, and so forth. 

Secretary Humpnrey. That is right. 

Mr. Byrnes. We do not handle it that way insofar as any road funds 
at the present time are concerned. 

Secretary Humpnrey. No. I suppose that is an item that should 
be covered properly in the legislation. 

Mr. Byrnes. That is all, Mr. Chairman. 

The Cuatrman. Any questions? 

Mr. Karsten of Missouri will inquire, Mr. Secretary. 

Mr. Karsten. I have gone over your previous testimony before 
other committees on road programs. In your previous appearances 
before committees on this subject, you frequently referred to the Presi- 
dent’s program. I note that you did not use the words “President’s 
program” in your presentation today. Was there any reason for omis- 
sion of reference to the President’s program ? 

Secretary Humpnrey. Yes, Mr. Karsten. As I understand it, the 
President’s program is dead. That met with disapproval, such gen- 
eral disapproval, at the last session of the Congress, that as far as 
I know it is completely forgotten, and we are on an entirely new 
tack, here. 

Mr. Karsten. Well, this is a program different from the President’s 
program. Is that correct? 

Secretary Humpurey. Yes, it is. 

Mr. Karsten. It is not clear to me whether you are appearing in 
support of this program or just as an expert witness. Would you 
enlighten me as to whether you are in favor of it or you are opposed 
to it? 

Secretary Humpurey. I am in favor of the program that is being 
discussed, which is a pay-as-you-build program. 

Mr. Karsten. Do you think that it is as good as the program that 
you proposed last year ? 

Secretary Humpurey. I think it is better, personally. 

Mr. Karsren. You made the statement that the administration’s 
proposal last year to set up a corporation which can borrow money 
and get the highways started now is the best yet proposed. 

Secretary Humpnrey. That was the best proposed up to that time. 
This had not been proposed at that time. And I think, Mr. Karsten, 
that any Treasurer would tell you he would rather pay as he spends 
than do anything else. 

Mr. Karsten. You are in favor of this program even though it is 
not the President’s program; is that right‘ 

Secretary Humpurey. I am definitely in favor of the pay-as-you- 
spend program. Yes, sir. 

The Cuarrman. Any further questions? 

Mr. Harrison of Virginia will inquire. 

He was a member of the subcommittee on this subject last year. 

Mr. Harrison. Do I understand that you approve of taking part 
of existing revenue and dedicating it to highway construction? — 

Secretary Humpnurey. Yes, I do, Mr. Harrison. And I do that for 
this simple reason : that that is what we estimate we would be spending 
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on highways anyhow, so that that does not deplete our general 
revenues. 

Mr. Harrison. Now, what you take is what out of existing rev- 
enues; that is what I am interested in. What would you recommend 
as dedication ? 

Secretary Humpnrey. Gas and diesel taxes. 

Mr. Harrison. And how much a year do they yield in the way of 
existing taxes / 

Secretary Humpurey. We ought to have that. 

You see, when you say, “How much a year?”, Mr. Harrison, and 
you are talking over a period, you get into these complicated eal- 
culations of how much increment there is and how many motor 
vehicles, and so forth. At the present time, it is between $900 mil- 
lion 

Mr. Harrison. For a 15-year period, what do you estimate will be 
the revenue from those two sources ? 

Secretary Humpnrey. On a 15-year base—Well, unfortunately, I 
put mine on a 12. On a 12-year base, they are $14.2 billion. Now, 
. do not know for sure what is in this $18.5 billion. Mr. Smith 
tells me that 18.5 is the correct figure for 15 years. 

Mr. Harrison. The staff has given me a figure which they take 
from the President’s report, showing that estimate at $20 billion, 191 
million, over a 15-year period. Maybe we can get it on an aver- 
age. What is it as of today? 

Secretary Humpnrey. As of today, it is between $900 million and 
a billion dollars. 

Mr. Harrison. And how much is the Federal contribution as of to- 
day to the highway system ? 

Secretary Humpnrey. It is not far from the same figure. It is 
somewhat less. A little, not much. And it is rapidly increasing. 

Mr. Harrison. Now, the existing tax on gas and fuel is all that 
you recommend should be dedics ted to the highway program out of 
existing revenue ? 

Secretary Humrurey. That is what we believe, Mr. Harrison, is 
the amount that would be depleted. The general revenues would be 
depleted without this legislation. And that is the reason and the 
only reason why we exempt that. Because we think, we estimate, 
that we would be spending that amount for this purpose anyway, 
and therefore we are not taking any money from any other source. 

Mr. Harrison. And if we did enact this bill in its present form, 
your prediction is that the deficit would be about a billion a year; is 
that correct ? 

Secretary Humpurey. On a 15-year base, we estimate that the deficit 
would be about $8 billion. 

Mr. Harrison. Of course, that is subject to congressional review 
every year, is it not? 

Secretary Humpurey. Oh, yes. 

Mr. Boees. Will the gentleman yield at that point? 

Under the bond pro nosal, Mr. Secretary, once you have dedicated 
those funds you could not conceivably change the dedication and 
amortize the bonds. 

Secretary Humpurey. No, not after we once started to issue bonds. 
That is, we could not have done it in good faith, Mr. Boggs. 
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Mr. Boses. Of course, the present program is based on pay-as-you- 
go and is subject to review by the Congress every year, is it not? 

Secretary Humpureyr. That is right. 

Mr. Harrison. And that is quite a fundamental distinction, is it 
not ? 

Secretary Humpurey. That is quite a fundamental distinction. 
That is one of the reasons why I like this better, frankly. 

Mr. Harrison. To put this on a pay-as-you-go basis, you think we 
have to increase the proposed taxes in this bill by around half a billion 
a year? 

Boteetedy Humpurey. Yes; I think that is about right. A little 
over. 

Mr. Harrison. And the bill increases existing taxes by about how 
much ? 

Secretary Humpurey. Well, at the present time you are increasin 
the taxes about $12 billion, and you have to increase it about $20 bil- 
lion. You have got about $20 billion to raise. Wait just a moment. 
I want to be real sure, now. 

I can tell you, so that we will be real sure about this. On a 12-year 
basis, we would have to raise about $21 billion. It would be dhonet 
$20 billion on a 15-year basis; a little less. 

Mr. Harrison. And this bill would raise it $12 billion ? 

Secretary Humpurey. It would be right around $20 billion. 

Mr. Harrison. But I understood this bill would raise it $12 billion. 

Secretary Humpnrey. That is correct. We would be about eight 
shy. That is about it. 

The Cuarrman. Mr. Eberharter of Pennsylvania will inquire. 

Mr. Exernarter. Mr. Secretary, this is not truly a pay-as-you-go 
bill, then, is it? 

Secretary Humpurey. The bill that is now before you? 

Mr. Exveruarter. Yes. 

Secretary Humpurey. It is not. That is my point that I am trying 
to make clearly; that the bill that is before you will have to be in- 
creased, The tax will have to be increased over what is suggested if 
it is to be a pay-as-you-go bill. 

Mr. Eseruarter. I am sorry you cannot make any recommendations 
as to where to increase the taxes so as to make it pay-as-you-build, as 
you suggested. 

Mr. Bocas. Mr. Secretary, did we ever get into the record in our 
previous exchange, the total amount of revenues involved over a 15- 
year period, including the lubricating oil tax? The same dedication 
that you would have had under the bond proposal ? 

Secretary Humpnrey. I do not know whether we did or not. 

Mr. Boces. I do not believe we did. And I would like very much 
to have that in the record. 

Secretary Humpurey. That is because I gave it to you for the 12 
years. I did not give you the 15-year figure, but I will try to get a 
15-year figure. What you want to know, as I understand what you are 


asking, is: What will the total expenditures be over a 15-year period ? 
Mr. Boages. No; the total revenues. 
Secretary Humpurey. If you are going to balance out, they would 
be the same as the expenditures. The expenditures over a 15-year 
period are $38,300 million. 
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And if you are going to balance, you have got to get. that much in. 

Mr. Boges. Accepting that figure for the moment, 1 wonder if you 
would mind giving us the other breakdown, the estimated revenues. 

Secretary Humpnrey. I cannot give you estimated revenues, Mr. 
Boggs, until you tell me what the taxes are going to be. 

Mr. Boces. No, the estimated revenues on existing rates, 2 cents a 
gallon. 

Secretary Humpnrey. Oh, you mean just on gas? 

Mr. Boaes. On gas, other fuels, and lubricating oil. 

Secretary Humpnrey. I believe the figure is $18,500,000,000. 

Mr. Boees. That is on gasoline. That is gasoline; is it not? 

Secretary Humpnrey. That is gas and diesel fuel. 

Mr. Boges. All right. Now, what is the figure on lubricating oil? 

Secretary Humpnrey. Lubricating oil, I believe, would be about 
$1.4 billion. 

Hr. Boees. What is the total ? 

Secretary Humpurey. That would be $20 billion, in round figures. 

Mr. Boggs. $20 billion over 15 years? 

Secretary Humpnrey. And that would leave you $18 billion to 
raise. 

Mr. Boges. Now, Mr. Secretary, let me ask you this question. Do 
you consider your revenue estimates for fiscal 1957 as liberal, or 
conservative ¢ 

Secretary Humpurey. Well, I do not consider them either. I 
think they are just as near as I can possibly get. And I do not take 
much stock in my own guess, to be perfectly frank with you. I think 
that anybody who tries to guess what is going to happen 18 months 
hence—I will tell you. If I could really guess it, you would all be 
working for me. 

Mr. Bocas. Well, I am certain that is an honest answer. But let 
me put it this way. In your revenue estimates for fiscal 1956, did 
you underestimate or overestimate revenues ? 

Secretary Humpnrey. In 1956? 

Mr. Boges. Yes. 

Secretary Humpurey. We have underestimated our revenues. 

If you go back, Mr. Boggs, to our original estimate made about 
14 months ago, which we made in December a year ago, not this past 
December but a year ago in December, that figure was considerably 
under the amount that we are now estimating we will receive. 

Mr. Boecs. What was the difference ? 

Secretary Humpnrey. I wish I could carry all these figures around 
in my head, but I just can’t do it. I think it is a little better than 
a billion dollars off. But I am not sure. 

Mr. Boces. Somebody here must know. 

Secretary Humpnrey. What I ought to do is bring up a trunk, 
because you are covering budgets, and everything else. 

Mr. Boges. Well, we have to meet a big problem here, and these 
figures are all pertinent, Mr. Secretary. 

Secretary Humpnurery. I want to give you every figure we can give 
you. I just want to be certain it is right. That is all. 

We revised it twice, Mr. Boggs. We made the original estimate 
in December a year ago. We then revised it in the midyear review 
last July, and then we revised it again in December of this year, 
and we have increased it each time. 
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Mr. Boees. Well, now, what was the difference in the first estimate, 
December 1955, and the last estimate? 

Secretary Humpnrey. And the present estimate? $4 billion, ap- 
proximately. 

Mr. Boees. There was a difference of about 13 months in the period 
of time. 

Secretary Humpurey. A little more than that. Fifteen, I would 
Say. 

Mr. Boees. You made the estimate in December 1954. And when 
did you make the last estimate ? 

Secretary Humpnrey. Well, it would be about 12 or 14 months. 
You see, you can make them a little closer the second time than you 
do the first. 

Mr. Boees. Was it 12 months or 14 months / 

Secretary Humpurey. It would be right in there somewhere. 

Mr. Boees. Anyway, in a period of between 12 and 14 months, the 
estimate was $4 billion shy ? 

Secretary Humpnrey. That is about right. 

Mr. Bocas. $4 billion? 

Secretary Humpnrey. That is about right. 

Mr. Bocas. Now, when did you make the estimate for fiscal 1957 

Secretary Humpnrery. About that same time. 

Mr. Boees. So that calculating from December 1955 to January 

1957, 13 months, is it conceivable that you could be $4 billion shy 
again? 

“Secretary Humpnrery. Well, if you can be that far off once, you 
might again. I would not be surprised at anything. 

Mr. Boces. In making your new estimates—This is the estimator 
right here; is it not? He is always up here estimating tobacco taxes 
or - something with me—Did you prognosticate on the basis of your $4 
billion error? Did you use the same criteria that you used when you 
made the $4 billion error? 

Secretary Humpnrey. No. You see, Mr. Boggs, the difference came 
about simply i in this. If you will go back 15 or 16 months from now, 
we were just at the beginning. Asa matter of fact, it was during that 
period that a great many people were making speeches of doom and 
gloom, and there was great question as to whether the economy was 
going to turn down or turn up. And you will recall that that was 
in the fall of 1954, and there was great question as to just what was 
going to happen. We believed that it was going to turn up, and we 
estimated that it would be up rather than down. But we did not esti- 
mate that it was going to turn up as far as it did. 

Mr. Boces. Well, now, that is really my question. Do you estimate 
that it is going to continue upward? Or is it ona peak? ‘Or what? 

Sec retary Humpurey. We have estimated this time that it is going 
to continue upward. 

I will put it this way. I had a long discussion of this with the 
Economic Committee the other day. Our estimates now for the fol- 
lowing year—we estimate that corporate profits are going to be the 

same in the coming year as they are in the current year. “We do not 
estimate that they are going to be increased. We estimate that the 
individual receipts are going to be up about a billion and a half dollars. 

Mr. Bocas. Now, Mr. Secretary, that leads me to this policy ques- 
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tion. You wnderstand that all of us who are Members of the Congress, 
when we go to our people with this kind of proposal, we are proposing 
to them that they pay more taxes. Is that not correct! 

Secretary Humpnrey. That is right. 

Mr. Bo«gs. I think the only way you can justify this proposal to the 
people is that you are using revenues for the first time substantially 
the same as you are collecting to build highways. In other words, we 
are now going into the concept of a user tax. 

Now, assuming that your revenues increase considerably, or continue 
to increase as they have, a $4 billion increase in the ‘period of 13 
months 

Secretary Humpurey. Well, of course, that is the economy of the 
whole country, that is much more complicated than what we are talk- 
ing about here. 

Mr. Bocas. I understand that. My question is this: Do you think, 
with this estimated dedication of revenues that you propose, derived 
from the automobile user principally, and with a proposal calling for 
the expenditure in Federal funds of about $35 billion, or you say $38 
billion, over a 15-year period—do you think, with this limited dedica- 
tion, that we would be justified in making a tax reduction without 
making a further dedication ? 

Secretary Humpnurey. I don’t quite get what you mean. You mean 
if you passed the Boggs bill with the present estimated deficits, do you 
think we could have a tax reduction besides ? 

Mr. Boaes. No. You put it the other way, I would like to have you 
answer that question. 

Secretary Humpnrey. I don’t think you can have a tax reduction 
anyway, Mr. Boggs, and if you did that I think it would be still further 
away. Under our present estimates, as I have said a number of times; 
unless our estimates greatly improve in the next 4 months—and we 
only have 4 months left in this fiscal year—we either get our expenses 
down more rapidly than we have anticipated, or our income goes up 
more rapidly than anticipated, and we are very close to a balance. 
And I do not claim to be any soothsayer on these estimates. These 
estimates are the most difficult possible things to make. And when you 
think that we are spending about a billion dollars ev ery five and a half 
days—if our mail is late from Thursday to Tuesday, we are out a 
billion dollars pretty nearly. Now, the man does not live that can 
estimate these things very closely. In percentages, when you reduce a 
billion dollars to a percent, we have got to estimate within less than 
2 percent. Now, who in the world can estimate 18 months ahead 
within 2 percent ? I will bet you that you cannot even do it on a base- 
ball score, or anything else. There is just no way you can do it. 

Mr. Boa as. Lagree with you completely. 

Secretary Humpnery. So that all you can do, Mr. Boggs, is to esti- 
mate the very best youcan. And as I see it, if you adopt the principle 
of “pay as you build” and you underestimate, all you have done is cut 
off your road program. Because if the money does not come in, you 
will not build roads, and there will not be any program. Now, what 
you want to do is do the best you can to get a road program and pay 
for it in a reasonable way. 

Mr. Boeses. Of course, that means that all of our estimates, insofar 
as this program is concerned, extending over a period of whichever 
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period of years you want to take, whether it be 12 years or 15 years— 
if it is extremely difficult to estimate the revenues over a 12-month 
period, then naturally it is really difficult to estimate them over a 
15-year period. 

retary Humpnurey. Well, I said in my statement to you, and I 
mean it wholeheartedly—I can’t find the exact words, but these esti- 
mates are of extreme difficulty to make. And if you sit here, what 
you have got to do in making these estimates is to estimate how many 
automobiles are going to be on the roads 15 years from now. If any-’ 
body is going to tell you how many automobiles will be on the roads 
15 years from now and for each year during the period, it is very dif- 
ficult. But we all have to go on estimates. Every business in Amer- 
ica is run on estimates. Every expenditure you make is done on 
estimates. And you have to do the very best you can do and hope 
that you won’t be too far off. 

Mr. Boges. Well, getting back to the question that I was trying to 
raise: Assuming that we adopt this limited dedication that you ad- 
vocate, namely, just the fuel taxes, and assuming further that the 
Federal revenues continue to increase to some point in the future, 
where tax reduction is possible, do you think it fair to the traveling 
public that you have such a limited dedication of these funds so that 
all the rest of them are going into the general fund, making it possible 
to reduce taxes to other people? Is that a fair way to reduce taxes? 

Secretary Humpnrey. Yes, I think so, very definitely. 

Mr. Boces. Why? 

Secretary Humrurey. I think the user tax is a much better tax, 
much better for our system, much better in every way; that the user 
tax is far better than to pay for the highways out of income taxes. 

Mr. Boees. But then you will have the user tax. 

Secretary Humpnrey. You will have the user tax left on to pay for 
the highways, and you will reduce your income tax. 

Mr. Boees. Except you will not be using more than a small pro- 
portion of your user tax to pay for your highways. You see, you 
will not, under your proposal, let the tire man help pay for the 
highway. That goes into the general fund. 

Secretary Humpurey. That is right. That is an excise tax. 

Mr. Boces. That.is right. 

Secretary Humpurey. But the taxes you are going to put on to pay 
for these roads are user taxes. 

Mr. Boces. You are talking about the new ones. 

Secretary Humpurey. That is right. They are user taxes. And 
you will be paying for these roads with user taxes. When you come 
to reduce the taxes, if you reach that happy day where we can reduce 
taxes, then I think this committee can decide whether they want to 
reduce some of the old excise taxes that are not dedicated to this pur- 
pose, or whether they want to reduce income taxes. 

Mr. Boaes. Mr. Secretary, do you not think a Member of Congress 
is in a strange position explaining to his constitutents that he advo- 
cates putting a 3 cents a pound tax on tires which will be used for 
highways, but that the existing 5 cents a pound tax on rubber will 
not be used for highways? 

Secretary Humpurey. Well, if you want to tack on something else, 
and put it over there, that is your privilege. I think excise taxes, 
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sales taxes, are perfectly proper tax, and I think those we have are 
perfectly proper and that they ought to be collected. If you want 
to switch and put them on something else, that is up to you. But I 
would not doit. I think this is the fairest way you can possibly do it. 

Mr. Boees. I think you missed my point. Let us assume that your 
revenues grew to such a point that a tax reduction was possible. Yet 
you were still using that 5 cents a pound. That is going into the 
general fund, not to build highways. 

Secretary Humpurey. When that time comes, as I say, you can de- 
cide whether you want to reduce that fund from the tires that is not 
going into the highways, or whether you want to reduce some other tax. 
When you have some moneys to reduce taxes with, then that question 
becomes an important question for you to decide. Will you reduce 
these excise taxes on automobiles, or user taxes, here, and pull them 
down? Or will you pull down some other tax? And that will be a 
question that I hope some day we will be confronted with. 

Mr. Boees. Thank you very much. 

The CHarrman. Mr. Jenkins of Ohio will inquire. 

Mr. JENKINS. We would be in a bad way if we increased the gaso- 
line tax and increased the price of automobiles and did not build any 
roads. Then the people would not buy automobiles, or buy gasoline. 
We would just have the whole thing backward. If you do not indi- 
cate you are going to build roads, the people will not pay these taxes 
in anticipation of it. 

Secretary Humpurey. Mr. Jenkins, anybody who tries to drive on 
Sunday or tries to go from one city to another on a Sunday or a holi- 
day, or almost on a weekday, with the trucks that are all over the 
roads, and all of the congestion on the highways, appreciates the 
situation. I personally have a great deal of concern that if we do 
not build highways not only will it be the case that we cannot use 
what we have got with any comfort but we will disturb the ability 
to make and sell the tires and the cars and the various things that 
are such a tremendously important part of our whole industrial fabric. 
And if we curtail those, we will not be worrying about reducing taxes, 
because a great deal of our tax money comes from the building of 
these things that we are trying to find a place to use them on; and 
if we do not have a place to use them, people will not build them, 
and we will not buy them, and if that comes, our whole economy is 
going to be in a lot of trouble. 

Mr. JENKINS. I agree with you entirely. 

The Cuarrman. Mr. Forand of Rhode Island will inquire. 

Mr. Foranp. I have listened very attentively, Mr. Secretary, to 
what has been said here this morning, and I wonder if I interpret 
correctly what you have been telling us to mean that you would set 
= a separate fund, to be known as the highway building fund, to 
which all these taxes we talked about would be dedicated, and only 
used for highway purposes. 

Secretary Humpurey. They would be credited. That is correct. 

Mr. Foranp. It would be a special fund. 

Secretary Humpurey. That is correct. 

Mr. Foranp. And on the tire tax that Mr. Boggs was talking about, 
there would be only that additional tax that would go into the special 
fund, but the existing tax, or the tax under existing law, would con- 
tinue to go into the general fund. 
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Secretary Humpurey. That is correct. 

The Cuairman. Any further questions? Mr. Harrison of Vir- 
ginia will inquire again. 

Mr. Harrison. Mr. Secretary, what would you think of the sugges- 
tion to do away entirely with the Federal grant-in-aid program and 
repeal the 2- cent gas tax ? 

Secretary Humpnrey. I do not believe, Mr. Harrison, I am in a 
position to answer that one. I would have to study that. That has 
never been suggested to me. And I am sure it would have some very 
far-reaching effects, and I would hesitate to comment on that. I 
think the complications would be so many and so real that it would 
take some time before anyone could express an opinion. 

Mr. Harrison. And for the time being, your recommendation is 
that we increase Federal taxes about $2 billion a year and provide 
this aid on the Federal level ? 

Secretary Humpnrey. It depends on which formula you are talk- 
ing about. 

Mr. Harrison. A 15-year formula. 

Secretary Humpurey. It is a total of $20 or $21 billion, something 
of that kind, over and above the taxes we now have, divided by 
whatever number of years you are talking about. It changes a little 
with the years, two or three billion dollars with the years. 

Mr. Harrison. I understand that you have said you do not desire 
to make any recommendation as to what taxes should be levied, and 
in what proportion. But is there any light that you can give this 
committee, assuming that we wish to tax as between trucks and 
automobiles on a highway use, as to what would be the correct ratio 
between gasoline and diesel fuel, so that neither of the competitive 
fuels would have an advantage taxwise ? ? 

Secretary Humpurey. I do not believe I am prepared to do that, 
Mr. Harrison. I do not believe I know enough about that. I would 
have to make a lot of inquiry and do a lot of studies on it before I 
would try to say what the relationship should be. 

Mr. Harrison. That is a very vital question, though, in this :ssue, 
is it not? 

Secretary Humpurey. I am sure it is. And you gentlemen are 
going to have a great deal of testimony and a gr eat deal of informa- 
tion on those subjects that I have not got. 

Mr. Harrtson. From interested sources. 

Is there any place we can get it from a Government source / 

Secretary Humpnrey. I really do not know that. The Treasury 
has no special knowledge on the subject. The Treasury has no spe- 
cial knowledge on that particular subject. 

The CHatrMan. Mr. Seskumelen of Michigan will inquire. 

Mr. Macurowicz. When you testified before the Public Works 
Committee last year, Mr. Secretary, you made this statement: 

When you get to guessing 15 years ahead as to how much use will be made of 
how much gas, or anything else we will use in this country, if you are within 
10 percent you are probably nearer right than the figures will be, anyhow. 

That is your position today, is it? 

Secretary Humpurey. Yes, sir. 

Mr. Macurowticz. So that at that time, although the amount recom- 
mended to be collected was three and a half billion short of the amount 
needed, you thought that was sufficiently close to be acceptable ? 
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Senator Humpurey. I think if you get within 10 percent you are 
doing pretty well. 

Mr. Macnrowrez. So then, if we come within three and three-quar- 
ters billion of the amount estimated to be used for this purpose, we 
would be close enough. 

Secretary Humpurey. Well, as a Treasurer, I would say you ought 
to do your best to balance out. Now, I do not believe that you gentle- 
men, or anybody else—you gentlemen have the responsibility for the 
financial security and fhe financial standing of this country, and I 
think if we can, especially in times that are good times, get our affairs 
in balance, we ought todoso. And I think 1 you will all agree to that. 
And I do not think we ought to deliberately start out creating deficits 
for things that are new things, like these road programs. I think the 
road program ought to pay its way to the very best of our estimating 
ability. 

Mr. Macnrowticz. Just one final question, because my mind is not 
quite clear on this. Am I correct in assuming that you, testifying here 
on behalf of the executive department, are recommending that we 

raise about $8 billion more in taxes from whatever sources we choose, 
to meet the President’s program on roads? 

Secretary Humpurey. Well, it is not the President’s program. It 
is the program that is now before us, which is the pay-as-you-build 
program. And the amount of money that you are required to raise 
depends upon the period of time that you w ant to build the roads over. 
If it is a shorter time, you will have to raise more. If it is a longer 
time, you will have to raise less. But if it is a longer time, you do not 
catch up on your deficit, your deficiency, in the road program. 

Mr. Macurowrez. Are you advocating over this 15-year period that 
we increase the tax by $8 billion more than has been suggested here ? 

Secretary Humpnrey. I am not advocating that. Iam saying that 
is what you would have to do if you went to that. I personally ‘think 
that a 12-year program is far-better than a 15- year program. 

Mr. Macnrowiez. Are you recommending the raising of $8 billion 
in taxes more than what is recommended here ? 

Secretary Humpurey. I would recommend that you go to the 
12-year base, and that you raise a total of $12 billion instead of a total 
of $8 billion and put your roads on a 12-year program and catch up 
on the deficiency. 

Mr. Boas. Excuse me just a minute. I do not quite understand 
that. Are you recommending $12 billion in addition to the $12 billion 
in the bill? 

Secretary Humpurey. No, Mr. Boggs. I am recommending $12 
billion in addition to the gas and diesel tax, and the extra revenues 
under the bill for a 12-year program. 

Mr. Macurowicz. That is your recommendation, to raise $12 billion 
more than what is being recommended here? 

Mr. Boees. No; that is not what he said. 

Secretary Humpnrey. No; that is not it. 

Mr. Boces. This bill raises $12 billion, though. 

Secretary Humpnurey. What I am suggesting to you is that you go 
onto a 12-year base, and that the gas and diesel oil taxes will raise 


$14 billion, and that you ought to raise $21 billion in addition to that. 
Mr. Boses. In 12 years ¢ 
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Secretary Humpnrey. In 12 years. 

Mr. Boges. So that you are recommending raising—— 

Secretary Humpurey. Twelve into twenty. It is 1.6 billion a year, 
or something like that. 

Mr. Boces. So that the bill before us raised $12 billion, and you are 
recommending $9 billion above that? 

Secretary Humpurey. Well, about $8 billion; yes. 

Mr. Boaes. Then it is $20 billion. 

Secretary Humpnrey. That is right. It is $21 billion. 

Mr. Boees. You are recommending specifically that we raise $8 
billion more than is raised in the bill before us. 

Secretary Humpnrey. If you go on a 15-year base, that is what 
you would have to do.- And I think that a 12-year base will move you 
forward, and if you will move forward on a 12-year base, you would 
have to raise $21 billion over and above the gas and diesel taxes. 

Mr. Boces. Then, you do not call this the present program, but the 
Fallon bill does incorporate the Clay plan except the bond financing. 
That is correct, is it not ? 

Secretary Humpnurey. Well, it has been nearly a year since I have 
gone over the Fallon bill, Mr. Bo 

Mr. Boaes. Was the Fallon bill ast year—— 

Secretary Humpurey. My goodness, we went there for weeks with 
all kinds of suggestions back and forth all over the place. I am not 
real sure just how the Fallon bill did end up. It had half a dozen 
different approaches. 

Mr. Boces. Eliminating the financing aspects of it. 

Secretary Humpurey. Let us stick right to what we are talking 
about now. I can tell you exactly what I think about what we are 
talking about now. 

The Carman. Mr. Eberharter wishes to ask a question. 

Mr. Exsernarter. Mr. Secretary, is not the proposal here to ear- 
mark revenue receipts for special purposes? I do not remember any 
other case where the Federal Government has earmarked receipts for 
special purposes in this way. 

Secretary Humpnrey. This is not earmarking, Mr. Eberharter. I 
would not recommend earmarking. I am talking about handling 
this about the same way as we handle the trust funds. 

Mr. Esernarter. Isn’t that earmarking? 

Secretary Humpurey. No, trust funds are not exactly earmarked. 
There is a provision for the estimating of amounts and the crediting 
= paeere. And I would handle these the same way we do trust 

unds. 

Mr. Esernarter. If all of the revenue receipts from gasoline and 
fuel and lubricating oil, for instance, would go into a special trust 
fund, is that not exactly the same as earmarking it? That is the only 
think you could spend it for. 

Secretary Humpurey. The only reason I shy away from the word 
“earmarking” is that there are all kinds of technical definitions of 
earmarking. Let us just stick to saying, “We will handle them the 
same way we handle the other funds.” 

Mr. Esernarrer. The way we handle general funds? 

Secretary Humpnrey. No,no. The trust funds. 

Mr. Esernarrer. I want to shy away from that earmarking, my- 
self, if I possibly can. 
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Secretary Humpurer. That is right. What is technically ear- 
marking I do not think is required, or desirable. 

Mr. Exsernarter. Thank you. 

The Cuarrman. Mr. Keogh, of New York, will inquire, Mr. Secre- 
tary. 

Mr. Keocn. Mr. Secretary, for my benefit, 1 wonder if you would 
tell me whether I state these facts correctly. As I understand it, 
you are telling us that you are in favor of the increase of gasoline 
and diesel fuel as proposed by the pending bill. 

Secretary Humrnurey. No. I did not say that. 

Mr. Kroon. Well, are you in favor of the increase of the gasoline 
and diesel oil ? 

Secretary Humpurey. I have said that I do not think I am qualified 
to tell you where to put the taxes. What I am telling you is the 
amount of money you ought to raise. And you will have to pick out 
where you are going to put it after you have heard the interested wit- 
nesses, which I have not heard. 

Mr. Kroeu. That leads up to | further question. You have m 
your statement listed the potential sources that you have said you 
have heard mentioned. 

Secretary Humpnrey. That is right. 

Mr. Kroeu. And you have indicated what the revenues will be on 
a 1-cent, or 1-percent increase. 

Secretary Humpurey. That is right. 

Mr. Kroecu. But you are not prepared today to tell us which of 
those items, even from an administrative standpoint or a technical 
standpoint, would be more acceptable to the Treasury Department 
than perhaps some of the others. 

Secretary Humpnurey. Administratively, I do not think there would 
be any particular difference. I do not think we would have any 
particular choice. 

Mr. Krocu. There would be no administrative difficulties on any 
of these items? ; 

Secretary Humpnurey. Well, I did not say that. I said I did not 
think there was any particular choice from the Treasury’s point of 
view. 

Mr. Keocu. And you are leaving to the committee the items that 
it wants to set? 

Secretary Humpurey. That is correct; yes. 

The Cuamman. Mr. Mills, of Arkansas, will inquire. 

Mr. Miits. Mr. Secretary, it has been suggested that it might pre- 
sent a more complete record if we could obtain the services of someone 
in the Treasury to supply certain information to the committee. If 
you would supply us for the record for the fiscal years 1957 through 
1971, expenditures as contemplated under the Fallon bill, a 15-year 
period, and then revenues under the present law rates for items in- 
cluded in the Boggs proposal, we would appreciate it. 

‘i Severaty Humpurey. That is for items included in this pending 

i 

Mr. Mrs. Items which are presently taxed under existing law, 
you see. Revenue from existing law for those fiseal years, as best you 
can estimate it, on the items that are included for increases in the 
Boggs bill. 








38 HIGHWAY REVENUE ACT OF 1956 


Secretary Humpurey. Yes. 
(The material referred to follows :) 


Estimated expenditures under the proposed road program, 15-year period, fiscal 
year 1957-71 


{In millions of doilars]} 


a 
Under H. R.| UNthodra 








authoriza- Total 
| = tions 
=e ae = _ - ats — emeinates - — = cep een ctneentemnnnatigsarianamessdiprenittiinenemensiiy dinates titi ttt 
EE eg ee eee ee Nee Te ES nsied 24, 825 | 303 25, 128 
Primary, secondary, and urban.--...-.....-----...------------ 11, 260 | 1, 885 | 13, 145 
I |. oi. s aeeie eke ccitins ys akikhabiniatagad aban aimiaamin 36, 085 2, 188 38, 273 


Estimated receipts from present law taxes for the 15-year period, 1957-71, 
under H. R. 9075 
Millions of 


dollars 

Gasoline, 2 cents per gallon (after deduction of refunds for farm use)___ 17, 992 
Diesel fuel (including special motor fuels), 2 cents per gallon_____--~_~- 92 
Fives; S conte per Pontes. ls sees sek ie ies 3, 340 
i ne ee a a 21, 824 


Note.—Expenditures and receipts by years are shown at end of Secretary’s statement. 


Mr. Mitts. And then, if you will, submit for the record your esti- 
mates of the increased revenues involved on those items from the rate 
increases provided in the Boggs bill. 

Secretary Humpurey. Yes; we can do that. 

(The material referred to follows :) 


Estimated receipts from additional tares under H. R. 9075, 15-year period, 
1957-71 
Millions of 


dollars 
Gasoline (excluding all nonhighway use), 1 cent per gallon_-_.________ 8, 611 
Diesel fuel (including special motor fuels), 1 cent per gallon_________~~- 246 
‘Trucks, buses, and trailers, 2 percent of manufacturers’ price___._____- 886 
RON CON I No nk ttc en ee nk anaes ee 2, 
Gametabhck’,, TGs Ber DO isin cos np enn phot ounvendateeie 177 
OCA oid Di Se ea es a a re oe Bice 2h. 11, 924 


NotTe.—Receipts by years are shown at end of Secretary’s statement. 


Mr. Mis. I think it might also be helpful for us when we are in 
executive session if your Department could prepare some charts— 
and I am saying this as an individual member of the committee—which 
tend to indicate the prospective expenditures over these years. 

Secretary Humpurey. We will try to do that. 

Mr. Mitxs. And the prospective revenues; and where the gaps occur 
at the greatest extent, you see, in those fiscal years. 

Secretary Humpnrry. We will try to do that. And we will also 
do this, which might be helpful to you. We will give you, as best we 

“an, just what the estimates of stepping up are. You see, our estimates 
are all based on automobile production, stepping up, and these various 
things. We will give you that, and you can see whether you want to go 
way ‘off, or whether you want to shift some of that. 

Mr. Mrrxs. Mr. Secretary, just one more question: Is there any 
administrative problem that you can see in providing a differential 
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tax with respect to any of these items that you list in your prepared 
statement‘ In other words, it has been suggested, and was suggested 
in the Fallon bill last year, that there be a different tax on different 
weights of tires. Does that present any administrative problems that 
are not capable of solution ¢ 

Secretary Humenrey. I would not think so. I do not believe | 
can tell you definitely, Mr. Mills, but I do not believe so. 1 will check 
that. And let me be sure. I will check that and advise you if it does. 
I do not think it does. And unless I tell you differently, it won't. 

Mr. Mitus. Mr. Secretary, 1 do have one further question. These 
figures that you will give to the committee will indicate the impact 
of this program if it 1s enacted and placed in etfect July 1, 1956 on 
fiscal year 1957. 

Secretary Humpuruy. Well, you can make it, of course, effective any 
time you want to make it effective. 

Mr. Muus. Yes. But if it is effective for the entire fiscal year 1957, 
it weuld be then of concern to the committee immediately as to what 
we were doing with the budget in 1957. 

Secretary Humpurey. It would in no w ay affect the budget in 1957, 
you see. 

Mr. Minis. It would not? 

Secretary Humpnrey. No. Asa matter of fact, you see, Mr. Mills, 
the only way this can affect the budget, if you follow the program I 
have suggested, is if you spend more than all your accumulated 
amount. And then it makes you a deficit. You cannot help your 
budget with this thing in any way at all. 

Mr. Muss. That is what I am getting at exactly. The President's 
budget does not contemplate, as “I understand it, the diversion of 
funds from the general operations of Gov ernment under the gaso- 
line tax presently levied due to road purposes. 

Secretary Humenrey. Yes, it does. 

Mr. Mitts. I wanted that for the record. 

Secretary Humrurey. That is just what we are talking about now. 
That is why we talk about those taxes as available for this, because 
they are already being used for road programs. And this would 
be in lieu of those others. 

Mr. Mitxs. In other words, we would not disturb the 1957 budget 
at all. 

Secretary Humpurey. That is right. 

Mr. Mus. If we follow your suggestion and dedicate to this pur- 
pose present revenues from gi vasoline, diesel, and the other motor fuels. 

Secretary Humpurey. Gasoline and diesel oil. Oh, motor fuels. 
Yes. 

Mr. Mitts. But if we do dedicate the collections for tires under 
existing law, or if we do dedicate the collections for lubricating oil, 
which are not contemplated in the budget, then we do have an effect 
upon the budget for 1957 adversely. 

Secretary Humpurey. That is correct. We would be depleting the 
revenues that we are using to pay other bills. 

Mr. Mitts. And regardless of the merits of it, or anything else, I 
am trying to get the facts. Then on the basis of the budget, the esti- 
mates are all submitted by the President. The administrative budget 
for 1957 is tight anyway, so far as balance is concerned. A surplus 
of around $400 million is indicated. Therefore there is not enough 
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surplus, in your opinion, for us to dedicate in fiscal year 1957 any 
other amounts than those that you have outlined, without running the 
risk of upsetting the prospect of a balanced budget at that point. 

Secretary Humpnrey. That is exactly correct. 

Mr. Mitts. That is the point you are making ? 

Secretary Humrnurey. That is correct. 

Mr. Mus. That is likely to be true in the immediate fiscal year and 
in 1957 and 1958, is it ? 

Secretary Humpurey. Of course, you are suggesting, I guess, just 
how our revenues will balance. But putting it:this way: It would 
deplete any surplus, or it would increase any deficit by whatever you 
did. 

Mr. Mitts. And your word of caution to the committee is this, as I 
understand it; that regardless of the merits that may exist for all 
highway-use taxes being used for road purposes, you are cautioning 
the committee not to start a program of road construction that contem- 
plates greater expenditures in these fiscal years ahead of us than we 
contemplate receipts for that program. 

Secretary Humpurey. That is exactly right. 

Mr. Mitxs. Because we, in your opinion, may run the risk of unbal- 
ancing the budget unduly in those years ahead. 

Secretary Humrurey. That is exactly right, Mr. Mills. That is 
exactly right. 

Mr. Boees. Just to straighten up one point in the record: A minute 
ago, when we arrived at the $8 billion figure over the 12-year 
period 

Secretary Humpurey. No. 15, Mr. Boggs. The $8 billion deficit is 
on 15 years. 

Mr. Mus. That is right. That is what I wanted to get straight. 
Over a 12-year period, with the deficit as you say it will be, it will be 
$11 billion, $11.9. 

Secretary Humpurey. Twelve; yes. 

Mr. Mitts. Twelve. Over the 15-year period, it will be 8. 

Secretary Humenrey. Eight. That is correct. 

The Cuarrman. Any further questions? 

Mr. Secretary, I have deferred to all other members of the commit- 
tee, and I would like to inquire, briefly, without undertaking to reflect 
eo views I may have on this pending bill. 

ou have stated very clearly, Mr. Secretary, that you appear in sup- 
port of this pending legislation. 

Secretary Humpurey. That is correct. 

The CHatrMAN. You have also stated very frankly that personally 


you think the present proposal is better than the proposal that was 
considered last year. 


Secretary Humpnrey. I do. 
The CuHarrman. Now, after the exchange of all the figures—— 
Secretary Humpurey. Let me just make that perfectly clear. The 
present proposal to pay as you build is better than the other proposal. 
The CHarRMaNn. x right. Thank you. Now, after the exchange 
of all the figures and views and ideas, there is bound to be some element 
of margin for error with respect to them. 1 got the impression that 
you were within about a half a billion dolars a year of agreeing on 
the differences that have developed, here. 
Secretary Humpurey. That is reasonably right. 
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The Cuarmman. All right. Now, the main question I wanted to 
ask : In making these estimates of the amount of revenue to be produced 
from these various types of commodities that are used in highway use, 
do you take into account the very probable increase in the use of these 
commodities on the highways with a better highway system ‘ 

Secretary Humpurey. Yes, Mr. Chairman. We have. And that 
is what I explained to Mr. Mills. We would be very glad to give 
you the basis on which we have estimated the increases, so that you 
can judge for yourselves whether it should be more or less. 

The Cuarrman. It is certainly reasonable to assume that with better 
roads you are going to have more traffic on those roads. 

Secretary Humpurey. That is right. 

The CHarrmMan. And is it not very difficult to estimate 5, 10, 12, or 
15 years in advance what the volume of that traffic is going to amount 
to? 

Secretary Humpurey. It is extremely difficult, Mr.Chairman. And 
all you can do is to do the best you can. But it is extremely difficult. 
And I do not for a minute say that our figures are the correct figures. 
I simply say they are the best estimate we could make after a very 
careful analysis and study of what we think the projections might be. 

The CuatrmMan. Then, considering these various elements of risk 
and doubt involved in making these estimates, when we come to the 
point of agreeing on about a half billion dollars a year, on a program 
orojected a considerable period of time in the future, that is not such a 
bad difference of option, is it? 

Secretary Humpurey. Well, it is pretty bad, yes. You see, while 
that is a small amount of money in the total budget, it is a fairly large 
percent of what we are talking about here. And if we were as much 
off in our total percent of other things as we would be in this, we would 
be 10 or 15 billion dollars off in our budget. So that you cannot com- 
pare this estimate and the amount of dollars involved, which only 
involves $35 billion, with our total budget, which involves a much 
greater sum of money. 

The Cuarrman. Then one final question, if I may. If it is finally de- 
termined, in the judgment of the committee, that some additional 
revenue should be provided, you are not prepared now to make a 
recommendation to the committee as to just where that additional 
revenue should be secured ? 

Secretary Humpurey. That is right. I can suggest the amount, but 
not the location. 

The Cuarrman. I believe you are still of the opinion, however, that 
whatever it might amount to, it should still come from highway users. 

Secretary Humpnrey. That is correct, sir. 

The Cuatrman. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Secretary, I assume that either your Department, 
or the Bureau of Public Roads, has taken into consideration the use 
that is to be made of the throughway that is now not quite completed 
in New York, and the amount of revenue that has resulted; is that not 
true ? 

Secretary Humpenrey. That is correct. 

Mr. Reep. It has been rather surprising, has it not, the extent to 
which the people have ridden on that highway and paid the toll ? 

Secretary Humpurey. That is right. 
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The Cuarrman. Any further questions? 

If not, we thank you, Mr. Secretary, for your appearance and the 
very helpful information you have given the committee. We shall 
accept your very generous offer to call upon members of your staff for 
further assistance in the solution of our problems. 

Secretary Humpnrey. Thank you, Mr. Chairman. We will try to 
be ready. 


The CuarmMan. The committee will stand adjourned until 10 o’clock 
omorrow morning. 


(The following material was later submitted for the record :) 


FEBRUARY 17, 1956. 
Hon. Greorce M. HUMPHREY, 


Secretary of the Treasury, : 
Department of the Treasury, Washington, D.C. 


Dear. Mr. SecrErary: This letter is written in an effort to remove the uncer- 
tainty that resulted during your appearance before the Committee on Ways 
and Means on H. R. 9075 as to the fiscal aspects of the proposed Federal highway 
rogram. 

; So that information can be made available to the members of the committee 
which will clarify certain aspects of your testimony, it is requested that you 
furnish the information specified below for the record. 

In enumerating material to be submitted for the record it is not my intention 
to preclude the Department of the Treasury from furnishing any other infor- 
mation to the committee which you believe should come to the attention of 
the membership in its deliberations on legislation providing revenue for financing 
the Federal highway program. 

You will recall that at the time of your appearance before the committee on 
Tuesday, February 14, 1956, the Honorable Wilbur D. Mills requested that you 
supply for the record a list by years of authorizations as provided in the Fallon 
bill, H. R. 8836; revenue estimates anticipated from present law rates for items 
included in the Boggs bill, H. R. 9075, for the 15-year period covering fiscal 
years 1957 through 1971; and revenue estimates that may be expected from 
the rate increases that would be provided in H. R. 9075 for a similar period. 

During the course of your testimony you indicated that total expenditures 
under the proposed highway program for the 15-year period would be $38 billion. 
It is requested that you furnish the committee with a compilation of such ex- 
penditures by years. In this connection, it would be helpful if you would also 
indicate the fiscal year in which it is estimated the actual expenditures may 
oceur. In the event that any of the amounts that you included in the $38 billion 
total have been authorized under previous highway legislation, it is requested 
that you identify such legislation and indicate whether or not the amounts 
so authorized have been included in any existing budget estimates. In this 
regard it would be helpful to have estimates both with respect to either the 
appropriation or obligation of the funds and the actual expenditure thereof so 
that the committee may be informed as to the contemplated progress of the 
program and as to the requirement for cash expenditures that will likely be 
imposed on the Treasury. 

It is requested that you provide the committee with data showing revenue 
experience and estimates for fiscal years 1953, 1955, and 1957 on the following 
items, assuming that present tax rates would be continued in effect through June 
30, 1957: Gasoline, lubricating oils, automobiles, trucks, buses and trailers, tires 
and tubes, and parts and accessories. 

It is presently expected that the committee will meet in executive sessions 
immediately following the completion of public hearings on the highway financing 
legislation. Accordingly, it would be appreciated if the information requested 
in this letter could be available to the committee by not later than 10 a. m. 

Wednesday, February 22, 1956. 

Your kind attention to this request will be sincerely appreciated. 

Sincerely yours, 
JERE Cooper, 
Chairman, Committee on Ways and Means. 
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TREASURY DEPARTMENT, 
Washington, February 17, 1956. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DeaAR Mr. CHAIRMAN: There is submitted herewith a series of tables containing, 
in varying degrees of detail, figures on receipts and expenditures in connection 
with highway financing. These tables contain the basic information which was 
summarized by Secretary Humphrey in his testimony before your committee on 
February 14. 

The tables have been numbered for ease of identification and assembled in 
sets for the use of committee members. The headings, I believe, are all self- 
explanatory. 

We hope that these tables will be of assistance to the committee in its de- 
liberations. We shall, of course, be glad to provide any additional material which 
you may desire. 

Very sincerely yours, 
Dawn THROOP SMITH, 
Special Assistant to the Secretary 
in Charge of Taw Policy. 
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TaBLE 2.—Estimated expenditures under H. R.8836 compared to estimated 
revenues * 
[13-year authorization, 15-year expenditure, 15-year revenue] 


{ Millions of dollars] 


| Expenditures under | Excess (+) or deficit 
Revenues from selected H. R. 8836 and prior (—), revenues over 
































iii Federal excises authorizations expenditures 
iseal year ae i ietncainidliiem 
Annual | Cumula- Annual Cumula- Annual Cumula- 
amount tive amount tive amount | tive 
~ poaaecapen epee panne 
Ro. sc. eee 1, 624 | 1, 624 | 1, 045 | 1,045 +579 | +579 
1900S... -occdss Montel 1,677 | 3, 301 | 1, 480 2, 525 +197 | 4776 
ae sic aan SS 1, 742 | 5, 043 | 1,973 4, 498 —231 | +545 
a es Siena 1, 792 | 6,835 | 2, 475 6, 973 —683 —138 
|, ee ee 1,858 | 8, 693 | 2, 700 9, 673 | —842 | —920 
Wien ocecndenwesedendnens 1,910 | 10, 603 | 3.025 12, 698 —1, 115 | —2., 095 
WOE. .....---scteneieanets 1,969} 12,572 | 3, 050 15,748 | —1,081| —3,176 
Wis tessos-edaedee te eee 2,027 | 14, 599 3, 075 18, 823 —1.018 —4, 224 
ae 2, 091 16, 690 | 3, 100 21, 923 —1.009 | 
De icthciea ntti -----] 2, 147 18, 837 | 3, 125 | 25,048 | —978 | 
aes inctnitatiitageins 2, 207 | 21, 044 3, 250 | 28, 298 —1, 043 | 
Weikisnicthtcccndtodewedbebuadees 2, 264 23, 308 3, 075 31.373 —811 | 
SOIT: .cibc-<agcaleaneeaeind -| 2,316; 25,624 | 2, 700 34.073 —384 | 
Wises Adisdcnadssdnasienstnnee | 2, 368 27, 992 2, 025 36, 098 +343 | 
OTE tincsngucnew oe 2, 416 | 30, 408 | 2,175 | 38, 273 +241 | 
| 
1 Revenues estimated at following rates: 
|p Present Additional | Total 
sb eetettcamcintasalh cs ea 
' 
Ce ee eee ee ee ae Se __cents 2 | 1 | 3 
EON ANN NIN core orcs ss cava motenwnaneenoran denna @Dinsal 2 | 1 | 3 
Sn ns aieindnnhs percent 8 | 2) 2 
Tires a .cents 5 3 3 
Ch ilasck, aanthcouhitniensiiatnmdubieisb egieaendescochansinee ee 8 3 3 
' 








Refunds of tax on farm gasoline, estimated at 6 percent, have been deducted from present 2-cent tax; and 
refunds on all nonhighway gasoline, estimated at 10 percent, have been deducted from 1-cent additional 
tax. 
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Tas.e 5.—Hstimated expenditures under H. R. 8836 compared to estimated 





revenues * 
[10-year authorization, 12-year expenditure, 12-year revenue] 
[Millions of dollars} 
Expenditures under H. R. | Excess (+) or deficit (—) 
Revenues from selected 
8836 and prior authoriza- revenues over expendi- 
Federal excises tions tures 
Fiscal year 
Annual Annual Annual : 
amount Cumulative amount Cumulative amount Cumulative 
i iiccacimcbeeies 1, 624 1, 624 1, 145 1, 145 +479 +479 
Ss isiesinishasii taghanoaicie 1,677 3, 301 1, 980 3, 125 —303 +176 
Di bidnssnengnaos 1, 742 5, 043 2,673 5, 798 —931 —755 
1960_.... jee bile aiken 1, 792 6, 835 2, 975 8, 773 —1, 183 —1, 938 
oink wicdasheendlncses 1, 858 8, 693 3, 500 12, 273 —1, 642 —3, 580 
EG iin cummnite 1,910 10, 603 3, 925 16, 198 —2, 015 —6, 595 
ED ioinis aannicondae 1, 969 12, 572 3, 950 20, 148 —1, 981 —7, 576 
Se ictinssen nipistiniectiea 2, 027 14, 599 3, 975 24, 123 —1, 948 —9, 524 
Senseaciido cies 2, 091 16, 690 4,000 28, 123 —1, 909 —11, 433 
Re igéidckndiiuen 2, 147 18, 837 3, 025 31, 148 —878 —12, 311 
Sl idnesktemcenes 2, 207 21, 044 2, 150 , 298 +57 —12, 254 
ee 2, 264 23, 308 1, 900 35, 198 +364 —11, 890 
1 Revenues estimated at following rates: 
Present Additional Total 
MID ie saesccesnsstncheeiepaca ert pie NG tata cents... 2 1 3 
Diesel and special fuels. ......................---- cans 2 1 3 
Trucks, buses, and trailers. -.-........-.-.-.-.-- percent. (8) 2 2 
DOES, ... cxncactaSihensediaeetadstidsaannhieoulle cents_. (5) 3 3 
RN iicniingcenais pp cdlaindan dudecdeecnemineea sn Be Didaiccaccnanas 3 3 


Refunds of tax on farm gasoline, estimated at 6 percent, have been deducted from present 2-cent tax; 
and refunds on all nonhighway gasoline, estimated at 10 percent, have been deducted from 1 cent additional 
tax. 
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HIGHWAY REVENUE ACT OF 1956 


WEDNESDAY, FEBRUARY 15, 1956 


Howse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to adjournment, in the 
main hearing room of the House Committee on Ways and Means, 
Hon. Jere Cooper (chairman) presiding. 

The Cuamman. The committee will please be in order. 

The first witness appearing on the calendar today is our colleague 
from Maryland, Hon. George Fallon. 

Come forward, please, Mr. Fallon. We know you very pleasantly ; 
but please féllow the usual custom, and give your name, address, and 
the capacity in which you appear for the record. 


STATEMENT OF HON. GEORGE H. FALLON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Fatton. My name is George H. Fallon, Representative of the 
Fourth District of Maryland. 

The Cuarmman. You may proceed. Do you have a written state- 
ment to pass around ? 

Mr, Fation. No, I do not, Mr. Chairman. 

The Cuarrman. All right, you may proceed in your own way. 

Mr. Keocu. Mr. Chairman, I wonder if the record might note that 
Mr. Fallon is accompanied by Mr. Tierney of New York, who is chief 
counsel of the Committee on Public Works of the House. 

The Cuarrman. Let the record show the presence of Mr. Tierney. 

Mr. Fation. This is Mr. Charles G. Tierney, chief counsel of the 
Public Works Committee of the House. 

Mr. Chairman, with regard to my purpose in introducing legislation 
calling for authorization in such large amount, the Committee on 
Public Works has been studying the problem for many years. Some 
3 or 4 years ago, we asked that a study be made for the purpose of 
completing the Interstate System. We had pictured before us in 
testimony many gruesome details in regard to the inadequacy of our 
highways, both as far as safety was concerned, and also volumes of 
testimony in regrad to the economic losses suffered from the taxpayers 
and users of the highway. 

I am informed that in the National Safety Council’s report for last 

year there were some 38,300 deaths that occurred on all our highways 
in 1955. The injured and mainmed amounted to 1,350,000, and the 
economic loss estimate was $4.7 billion. 
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It is estimated by the Safety Council that each time a death occurs 
on our highway there is an economic loss of $100,000. That, of course, 
means wherever there is a death there are usually injuries and other 
economic losses. If you take all the losses and add them up, of all the 
people that are in the accidents as well as property damage, that is 
the total estimated cost. 

Now, to give you an example of just what a limited access highway 
can do in regard to reducing accidents, which occur daily, and which 
entail deaths, injuries, and economic losses: We constructed a new 
highway between Washington and Baltimore, which is some 40 miles. 
It was completed and opened in September 1953, and the record for 
that highway, compared with old No. 1, that runs the same distance 
between the 2 cities, is as follows: 

On the old road, September 1953 to September 1955, there were 
52 deaths, 927 injured, 2,771 accidents. 

On the new road, which is limited access, running the same distance 
parallel to the old road, for the same length of time, September 1953 
to September 1955, there were 2 deaths, there were 77 injured, and total 
accidents were 127. Those deaths were caused by the driver falling 
asleep and running into an abutment, a bridge abutment. 

Now, that tells the story of what a limited access highway will do 
in regard to safety. 

When you look back to the old road, before the new road was built, 
the average death rate on the old road per year ran around 35, That 
is about average over a 5-year period. The new highways shows that 
limited access highways are necessary in this country if we are going 
to protect the users and also expand the economy of this country. 

If these highways are completed, as suggested in the Clay report, 
and after many years of study, we believe that what we save econom- 
ically will more than pay for the highway costs. 

You gentlemen are no doubt familiar with the bill that has been 
introduced by me. It is almost identical to the bill that was intro- 
duced last year, with the exception that the finance section has been 
eliminated for reasons with which you are familiar. 

In addition to the authorization for completing the Interstate 
System, we have in the one bill the extension of the regular Federal- 
aid highway program, which we do every 2 years. The only difference 
between the regular Federal-aid highway bill of 1954 and the bill 
that was introduced by me this year is that we extend the authorization 
for 1957 and include an escalator clause providing for $50 million 
more in 1958 and $75 million added to it in 1959. 

It was the thought of those who studied the regular Federal-aid 
system that when the work begins on the Interstate System it is going 
to be necessary for the cost of the other systems to go up, because of 
extension that will have to be made on the primary and secondary 
systems connecting the Interstate System. And the cost will be 
higher than normal, because of the amount of expansions that will 
be necessary to connect the other systems with the Interstate System. 

Now, gentlemen, I could go on and tell you just what the need is 
for these highways, but I think you are all familiar with it by reading 
headlines in newspapers something like this one here in the New York 
World-Telegram : “602 die in worst car toll.” 

That is at Christmas time. Of course, that may not be due to inade- 
quate highways, but a large percentage of it can be attributed to the 
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fact that our highways are not up to the standard our modern auto- 
mobile requires today. 

Now as to the tax angle. You gentlemen are trying to solve that 
problem, and I must confess that that was our difficulty last yea 

But last year, we took a figure that was given to us in the Clay 
report: that in 15 years, to ‘liquidate the bonds and continue the 
regular Federal-aid highway program, the plan dedicated $22,209 
million. We took that figure from the Clay report, and w » also took 
the figure on the cost of the highway program for a ieee period ; 
and it. was necessary for us to raise in additional taxes, ove a 15-year 
period, $12,423 million, which is in the committee report. ‘That made 
a total of $34,632 million. which we thought would do the job. 

In addition to that, or I might say in that figure, we show $1,370 
million that is not authorized. It is just projected; and that is the 
escalator figure in the regular Federal-aid highway bill. 

Now. if the bill had been passed last year, or if this bill is passed 
this year, $1,370 million has to be authorized every 2 years in a parcel. 

If you will refer to the statement before you, you can see that the 
only thing my bill really authorizes, is $25 million for 1957, $750 
million for 1958, and $775 million for 1959. 

Mr. Boees. Mr. Chairman, will the gentleman yield at that point? 

The CHatrmMan. Would it be convenient for you to yield, Mr. 
Fallon / 

Mr. Faxon. I will be glad to, Mr. Chairman. 

Mr. Boges. I asked Mr. Fallon to yield because yesterday we had 
a great deal of discussion with Secretary Humphrey about these 
figures. He persistently maintained that over a 15-year period, count- 
ing existing authorizations under the Federal-aid program, $38 billion 
was involved. We took exception to that figure of $38 billion. What 
do you think about the _ retary’s addition in that respect 

Mr. Fatxon. Well, I do not know where the Secretary got his 
figures, but we are using the figures that were given to us in the Clay 
report. 

Mr. Boaes. It was his contention that under the 1954 authorization, 
for fiscal years 1957, 1958, and 1959, as I recall what he had to say, 
there was $3 billion authorized which was not included in our plan. 

Mr. Fation. No, I think what the gentleman is talking about is 
this: As to the Federal-aid highway bill, our regular Federal-aid 
highway bill, there is always an open end. In other words, we might 
owe for the money we spent last year. But that continues. 

Mr. Boces. But your authorization picks that up, beginning in 

liscal 1958, does it not? Your breakdown shows $750 million for 1958, 
$775 million for 1959, or a total, counting the appropriation for 1957, 
of $10.675 million. Is that right ¢ 

Mr. Fatton. That is right. 

Mr. Bocas. Well, does that not include all of the existing authori- 
zations ¢ 

Mr. Fanon. It does. 

Mr. Boces. Then, how can Mr. Humphrey come up with $3 billion 
more’ Where does he get that $3 billion from ? 

Mr. Fation. I do not know where he gets the $3 billion. But this 
is all working money. For instance, in 1958 we authorized $750 mil- 
lion. Those bills may come in the following year, after the authori- 
zation is even completed, in 1959. 
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Mr. Boses. I understand that. But that does not mean that there 
is $3 billion more than you have listed here. 

Mr. Fatton. No, not in this bill, there is not. We have not heard 
abeut it. 

Mr. Boses. Is there $3 billion somewhere else ? 

Mr. Fatxon. I would not know. 

Mr. Boees. Surely you would know. Who else would know? 

Mr. Faron. Well, I do not know what $3 billion he is talking about, 
Mr. Boggs. 

Mr. li I did not, either, and as far as I could find out, he did 
not. 

Mr. Farton. These are the figures we take from the administration 
report. This is what they tell us is the amount of money necessary 
to complete the program. Here is the amount of money they will 
dedicate, and here is the amount of money you will have to raise in 
taxes. 

Mr. Boees. So that from 1957 through 1969, a 12-year period, you 
have $10,675 million. 

Mr. Fation. That is correct. 

wa Boees. Let us see. The tax feature of this bill runs through 
1971. 

Mr. Fation. That is right. 

Mr. Boces. Would that be 2 additional years? 

Mr. Fation. That is 2 years beyond the authorization, because the 
Bureau of Public Roads tells us that that is perfectly all right; that 
that is good business. 

Mr. Boces. But there is no authorization beyond 1969? 

Mr. Fation. No authorization beyond that. 

Mr. Boses. So that actually the tax features would run 2 years 
beyond the period where you have your cutoff in authorization. 

Mr. Fation. That is right. 

Mr. Bogcs. In that 2 years you would be spending the money, 
building the roads. 

Mr. Fauton. That is right. And there is also a 2-year extension 
in the bill for completions. For instance, everything is not completed 
on a certain day. 

Mr. Boees. I understand. 

* Mr. Farton. We have that now in the regular Federal-aid highway 
ill. 

Mr. Boces. And the same thing would apply on the interstate 
system. 

Mr. Fation. That is correct. 

Mr. Boees. I have some other questions to ask later, but I just 
wanted to clear that up at this point. 

Mr. Fatxon. In other words, just like the Federal-aid highway 
system, there is a loose end on the beginning and on the end. It is 
always picked up on the end. 

Mr. Boges. But the total, eliminating the Federal domain roads, is 
about $35 billion or something in excess of that. Is that not right? 

Mr. Fatton. That is if the escalator is authorized by future Con- 
gresses. 

Mr. Boces. So if you have continuing authorizations on the Federal- 
aid program, your total in a 15-year period will be about $35 billion. 

Mr. Fatvon. $35,500 million. 
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Mr. Boces. Right. So that there is no way to arrive at the $38 
billion figure unless you just pull it out of the air. 

Mr. Fation. Not from anything I have heard, Mr. Boggs. But 
let me point out one more thing to you. In computing the cost of 
the interstate system, the Clay Committee’s figure was $23 billion. 
We have a cushion there of $2 billion. The cost study was $23 billion 
according to the experts. But we were asked to provide a cushion of 
$2 billion which is the figure I just gave you. 

Mr. Boees. So that is over and above the estimates. 

Mr. Fatxon. Over and above the estimates. We are $2 billion high 
on our cost estimates. We were asked to do that by the Bureau. 

The Cuatrman. You may proceed with your statement, Mr. Fallon. 

Mr. Fatxton. Mr. Chairman, I have no further statement to make. 
I could, of course, take up a lot of your valuable time trying to sell 
you this highway program, so far as needs are concerned, but this 
1ardly seems necessary. However, if there are any other questions, 
I would be glad to answer them. 

The Cuarrman. I do not think great argument is necessary on that. 
We live in the same country you live in. We know what the condi- 
tions are. 

Does that complete your statement ? 

Mr. Fatxron. Yes, sir. 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxtns. I would like to ask you a couple of questions. You 
want limited access highways. That is a term we are going to talk 
about very often. What are the criteria that determine whether a 
highway is limited access? Who puts the limitations on, or who will 
put the limitations on? Who will prescribe these conditions? 

Mr. Fatton. All plans for highways in the Federal-aid program 
originate with the States. The plans are made by the States and 
approved by the Bureau of Public Roads. 

Mr. Jenxrns. If that is the case, one State would have certain 
criteria, and another would have other criteria, and there would be 
no uniformity. 

Mr. Fatton. Uniformity is obtained when the projects are sub- 
mitted to the Bureau for approval. 

Mr. Jenkins. Then the Bureau fixes it? 

Mr. Faution. Not necessarily so. There has always been a very 
fine relationship, as I understand, between the States and the Bureau. 
We have never ie any serious objections from the States in this area. 

Mr. Jenkins. I was just afraid that there might be a lot of dif- 
ference and disputes. But you say everything has been very har- 
monious heretofore ? 

Mr. Faron. In the past it has never been brought to our attention 
that any State highway commissioner has had any difficulty with the 
Bureau of Public Roads, in planning the road systems. 

Mr. Jenkins. I am very glad to hear that. 

Mr. Fation. I might say the State highway officials, when before 
our committee last year, testified as to the relationship between the 
Bureau and their association, and stated that it could not be better. 

The CHatrman. You refer, Mr. Fallon, to the harmonious rela- 
tionship that has always existed between the Bureau of Public Roads 
and the various State highway commissions of the various States? 

Mr. Fatton. That is correct, Mr. Chairman. 
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The Cuarrman. Is there anything contemplated under the pro- 
posal that is embraced in your bill to change that 

Mr. Fatiton. None whatsoever. 

The Cuatrman. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Fallon, the figures you gave at the start of your 
splendid statement, here, are perfectly amazing to me. I realize that 
the economic cost is something terrific. But 37 deaths, 800 accidents, 
2,137 casualties in one form or another, as against the 1 death, 77 
accidents and 127 of the other, shows the economic gain in connec- 
tion with good roads. And we know there will be a terrific economic 
gain with a fine road system. 

Mr. Fatton. That is correct. 

Mr. Reep. There seems to be a little dispute between your figures 
and those of Secretary Humphrey. Have you discussed these figures 
with the Secretary himself? 

Mr. Fatton. You mean the deaths and accidents ? 

Mr. Reep. No. 

Mr. Fation. The financing? The figures I gave you were not dis- 
puted before our committee when the Secretary testified. 

Mr. Reep. I notice that Mr. Boggs said the Secretary drew his 
figures out of thin air. The Secretary is a man who tries to be factual 
in his statements, and I was wondering whether or not you had dis- 
cussed these figures with the Secretary. 

Mr. Fation. I have not talked with the Secretary since the last 
time he testified before our committee, and the figures I am giving here 
today are the figures that the Secretary used in his testimony. And 
there was no dispute on my figures. 

Mr. Reep. Isee. Thank you very much. 

Mr. Fatton. The Secretary also said if we got within 10 percent of 
the figure we were using, it would be all right with him. And I 
think we are within the 10 percent. 

The Cuatrman. Mr. Mills of Arkansas will inquire, Mr. Fallon. 

Mr. Miuus. Mr. Fallon, the bill which you introduced this year you 
said was identical in most respects with the bill which your committee 
reported last year, except for the financing provisions of the bill. 
Did I properly understand you? 

Mr. Faxon. That is right. I said there were some differences, 
and I told you what the differences were. 

Mr. Mis. Yes. But the fundamental basic principles of the two 
bills are the same. The authorizations, as I understand it, in both 
bills, are the same. Is that true? In your bill this year and the 
bill last year, the amounts authorized ¢ 

Mr. Fation. The difference is that we have made one package of it. 

Mr. Mus. That is right. 

Mr. Fatton. We have the regular Federal aid highway bill in- 
cluded and the interstate section is the same. 

Mr. Mus. What I am referring to primarily is the interstate 
system. 

Do you take it that your bill this year carriers out the program 
suggested by the Clay committee and the President except for the 
financing features ? 

Mr. Fation. That is right. 
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Mr. Mitts. Last year your committee considered, did it not, the 
suggestions for financing the program which were contained in the 
C lay committee report ¢ 

Mr. Fation. That is right. 

Mr. Mitus. Your committee turned down that type of financing, 
the bond-financing idea ? 

Mr. Fation. Yes, Mr. Mills. 

Mr. Mitts. Tell me this. Maybe it would be of interest to other 
members of the committee. At least, I think it should be in this record. 
Tell me why your committee decided that this program should not 
be constructed on the basis of the bond program recommended by 
the Clay committee report ? 

Mr. Faxon. There are two reasons. The first and most glaring 
reason was brought out in the testimony in the Senate, when Senator 
Byrd pointed out that the cost of interest charges alone for this pro- 
gram over a 30-year period would be $11 billion, $500 million and not 
one dollar of it would be spent for rights-of-way, cement, or steel, 
which is necessary to build the highway. And sec ondly, it froze the 
regular Federal aid highway bill to $623 million per year throughout 
the whole program of 30 years. It also put a mortgage on all the 
money that we were using to pay off the bonds. It put a mortgage on 
the money collected on gasoline, fuel oil, and lubricating oil. It put 
a mortgage on these items for 30 yars. Our bill only puts a mortgage 
on them for 15 years, and we pay no interest charges or costs, such as 
was proposed in the Clay financing plan. 

Mr. Macurowicz. Is it not true there was a third reason, n: unely, 
that under the Clay bill Congress would lose complete control over this 
program an’! turn it ever to a separate committee, whereas under 
the present bill the Congress would retain control during the entire 
life of the program ¢ 

Mr. Fation. I might say to the gentleman that that was also 
brought out as an objectionable feature of the Clay proposal. 

Mr. Mitis. After your committee turned down the proposal for 
bond financing, then your committee developed a program for taxing 
highway users to supplement the construction of the program. How 
much did you propose to raise over what period of time under the 
tax provisions of the bill last year ? 

Mr. FAuton. $12,423 million. 

Mr. Miits. $12,423 million ¢ 

Mr. Fatuon. Yes; in additional taxes. 

Mr. Muts. Now, I understand that at that time the Secretary of the 
Treasury advised your committee that since that would come within 


10 percent of the overall cost of the program, that was sufficient 
revenue to raise. 


Mr. Fatuon. That is correct. 

Mr. Mrs. You were so advised by the Secretary of the Treasury 
last year? 

Mr. Faron. That is correct. 

Mr. Mitts. Now, the program that you say have introduced so far 
as expenditures are concerned this year is approximately the same 


as the program of last year, from the point of view of expenditures? 
Mr. Fation. That is correct. 
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Mr. Mus. And the $12,423 million of additional revenue you were 
proposing to raise from highway users in connection with your bill 
was deemed to be sufficient additional revenue by the Secretary of the 
Treasury to justify the program last year. 

Mr. Fauton. That is correct. 

Mr. Mutus. The Secretary of the Treasury yesterday, in answer to 
questions by our colleague, Mr. Boggs, suggested that even though his 
bill would raise approximately the same amount of revenue as the 
tax features of your bill last year, and even though he agreed that it 
was enough last year, he seemed to feel that Mr. Boggs’ bill lacked 
about $8 billion over a 15-year period of providing sufficient revenue. 

Mr. Boces. And $11 billion over a 12-year period. 

Mr. Mitts. Yes. Now, do you know of anything that has happened 
in connection with this program that would require that amount of 
additional revenue to finance it this year as against last year? 

Mr. Faxon. There has been nothing brought to my attention or 
the committee’s attention, as far as I know. 

Mr. Mills, I might say one thing: that I have in front of me a chart 
that was given to me, and it uses the calendar year of 1953, as far as 
the amount of tax on gasoline and lubricating oil, and other products, 
is concerned. It has a grand total of $2,165,944,000. 

Now, we have been given the information that that total is not 
correct for 1955; that you can add almost a half a billion dollars to 
it in the collection of taxes on highway users, on these items. I do not 
know whether your committee is using this schedule or not. 

Mr. Mrs. Mr. Fallon, in the light of the experience which you had 
in dealing with this matter of road construction and these road pro- 
grams, having served on the Public Works Committee for a number 
of years, and being the present chairman of the subcommittee of that 
Committee on Roads, do you have any suggestions to make to this com- 
mittee that might be helpful to this committee in determining a method 
of raising sufficient revenues to supplement those already in existence, 
or provided for under existing law, to finance this program on a pay- 
as-we-build basis? 

Mr. Fation. Well, Mr. Mills, the best figure that I can give you 
is what my committee reported out last year. Of course, that was not 
adopted by the Congress and certainly will have to be changed. But 
since this committee has taken over the study on this matter, I have 
confined myself to the need study rather than the problem of finance. 

Mr. Mitrs. I had in mind this particular thought when I asked the 
question. As I understand or interpret the work of this committee 
generally and in the past, we have been concerned with raising revenue 
to meet certain otnten purposes and objectives in a manner that would 
provide the least difficulties administratively and we hope the least 
difficulties in the payment of the tax. Now, should we approach this 
problem of financing on a pay-as-we-build basis, a road program solely 
trom the viewpoint of the raising of the revenue, or should we endeavor 
to raise the revenue in such a manner as to proportionately and fairly 
distribute the cost of the program among those who use the highways? 

Mr. Fation. I think that is a fair statement, Mr. Mills. I would 
agree with it. 

Mr. Mitts. I am asking the question: Would you think that is the 
way we should do it? 

Mr. Fatuon. I certainly do. 
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The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. You furnished us with a table, here, that is very —- 
ful. We are talking about proposed authorizations as a result of the 
bill. Do you have before you, Mr. Fallon, the analysis of your bill, 
H. R. 8836, made up for the use of your committee, House Print 
No. 13? 

Mr. Fatton. Yes, I do, Mr. Byrnes. 

Mr. Byrnes. Then, using the chart that you furnished us, and that 
summary, as I take it, the first group of tables, regular Federal aid, 
13 years 1957 to and including 1969, corresponds with the authoriza- 
tions contained in section 1 of your bill? 

Mr. Fatton. Section 1. That is right. 

Mr. Byrnes. Now, in the table, the interstate system, 13 years, 1957 
to and including 1969, this is the cost of section 7; is that correct? 

Mr. Fatxon. That is correct. 

Mr. Byrnes. All right. Now we have some other authorizations in 
here. Is the cost of section 2 of your bill reflected in the third set 
of figures in the cost chart, namely, Federal domain roads? 

Mr. Fatuon. Yes, sections 2, 3, and 4 are lumped together and made 
$81 million over 13 years. 

Mr. Byrnes. Now, what about section 6, $30 million for repair and 
construction incident to disaster ? 

Mr. Fatxon. That is not an annual authorization, it is a revolving 
fund which has not been used up until this past year. 

Mr. Byrnes. It is a highway cost, though, is it not ? 

Mr. Fatton. It is a disaster cost. It is not to construct new high- 
ways. It isa disaster cost. 

Mr. Byrnes. But it is related to your Federal highway system. It 
is an amount of money that you are authorizing. 

Mr. Fatvon. That is right. 

Mr. Byrnes. That is $30 million a year, isit not? I just want to be 
sure of what we are talking about. 

Mr. Fatiton. Yes. Thatisthe figure. It isa revolving fund which 
cannot be projected over a long period of years. This fund is not 
passed on every 2 years. We aie not have any need for it. When 
first enacted there was no need for it for several years. This was put 
in the bill this year because of the many disasters. The proposal came 
to us as an independent bill, and we merged it. 

Mr. Byrnes. If we were to consider all of the authorizations— 
after all, I gather this is an accumulating authorization of $30 million; 
if you do not spend the $30 million in 1957, and the authorization 
continues over into 1958, and another $30 million is added. Or am 
I wrong? 


cat Fation. No; it isarevolving fund. [If it is not used, nothing is 
added. 

Mr. Byrnes. Then this analysis, here, is a little confusing. Because 
the analysis says this section would increase the present $10 million 
annual emergency fund authorization to $30 million. 

_ Mr. Fatron. That is correct. It is the same language that was 
in the 1954 act for the $10 million. None of it was used up until 
the present time. There is need for an increase due to the storms in 
New England and other areas. 

_ Mr. Byrnes. Now, referring back to your chart, why do you not 
include the $700 million, which you refer to in parentheses. You say, 
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“In addition to the $700 million already authorized for 1957 in the 
1954 act.” Why do you not include that in the total of the expenditures 
and the costs that we are going to have in the next 12 or 13 years? 

Mr. Fation. Well, if you did that, you would say, “Why don’t 
we have the tax collected retroactively and put in this fund?” 

Mr. Byrnes. This is going to be a cost. That $700 million is cer- 
tainly going to be a cost that we are going to have to meet tomorrow. 

Mr. Fation. That is correct. 

Mr. Byrnes. Either within the next 12 months or the next 24 
months, or some time. It is authorization that we have made to spend 
$700 million, and we assume they are going to ne it. And so some 
day the bill is going to come in for that, is it not 4 

Mr. Fatton. That is correct. 

Mr. Byrnes. So if we are going to look at all of our highway costs; 
that is, the checks we are going to have to draw on in the next 13 to 
15 years, we have got to look at that $700 million. Have we included 
it in there some place? 

Mr. Fation. We are not including money that was already au- 
thorized. This is a pregram for the future. Now, if we had passed 
the Fallon bill last year, we would have had dedicated $1,200 million 
to take care of that $700 million. 

Mr. Byrnes. I thought what the committee was trying to do was 
find out how we were going to raise the money to meet our bills. These 
are bills that are going to come to the United States Government 
for highways during the next 13 years, assuming the new program 
that you have outlined, and certainly assuming that we are going to 
meet any bills that we have contracted in the past, and that we have 
not paid to date. And this may be, Mr. Boggs, one of the items where 
there is confusion between the Secretary’s statement and a number 
of figures in the table here. 

Mr. Fation. That item has already been budgeted. 

Mr. Byrnes. It has been budgeted, but we have not the money any 
place to pay for it, have we? 

Mr. Bosces. Yes. It is in the existing budget, not in the projected 
budget. 

Mr. Fation. It has to be paid for. It has been authorized. That 
is the same thing that has happened every year since the Federal-Aid 
Highway Act was adopted by Congress. But if you use the same 
argument, that it must be paid for, you take the same tax in this bill 
now, that was asked to be paid for last year by the Clay bill, and 
there would have been $1,200 million dedicated. 

Mr. Byrnes. I am just trying to figure out how much money we 
are going to require to meet highway bills starting now, in fiscal 1957, 
and going on for the next 13 to 15 years, assuming the passage of your 
bill. Now, if that is the figure that I am trying to seek, I think I 
have to not only add in new authorizations that would be covered by 

your bill, but also any authorizations that are presently outstanding. 
That is my only point. And let me just put this question. There 
is an outstanding authorization that is going to be spent, is that cor- 
rect? That $700 million for 1957? 

Mr. Fatton. Well, I might say this, that under the plan that is in 
the bill for the first 3 or 4 years the money that we are going to collect 
in taxes will not be spent. It will accumulate. Now, what you refer 
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to is What was authorized in 1954. No testimony has been furnished 
to us, and it never has in the past, when we considered highway bills 
on what was not paid for or what was paid for. We know it was 
obligated, but no one has ever come to us and said, “We cannot pass 
a highw ay bill this year because we owe for some of the work that was 
done last year. 

Mr. Byrnes. I have no other purpose, Mr. Fallon, than to try to get 
at how much money we are going to have to spend, how much we are 
going to have to draw checks. on, in the next 13 to 15 years, irrespective 
of what was authorized, or anything else. That is the figure T want 
to come up with. « 

Mr. Fation. The only figure I can give you, Mr. Byrnes, was given 
to us in the Clay report. ‘We have taken the taxes dedicat ted under 
the Clay report and added them up for 15 years, and we found we 
were $12 billion short. So we introduced a bill last year to collect 
this amount of revenue from new taxes. 

Mr. Byrnes. I think you still misunderstand me. I am not talking 
now about the taxes that are nec cessary, or anything else. All I am 

talking about is: What are our bills going to be for highw ay purposes 
in the next 13 years ¢ 

Let me try to put it another way, then. If your bill passes, H. R. 
8836, will you still be spending this $ $700 million authorized for 1957, 
which was authorized in the 1954 act / 

Mr. Fation. That is correct. 

Mr. Byrnes. That is not going to be wiped out? 

Mr. Fation. No. 

Mr. Byrnes. Or recouped at all. 

‘Mr. Fatiton. That is correct. 

Mr. Byrnes. It is going to be in the figure some place. Is that same 
thing true as ; tar as the $175 billion authorized in the 1954 act is con- 
cerned, as shown in your second table? 

Mr. Fation. That is correct. 

Mr. Byrnes. So that those are two items of bills that we are going 
to have to meet some day. 

Mr. Fation. That is right. Now, when you are talking about au- 
trorizing and paying for it, take the years 1958. We have authorized 
$1,700 million. I do not know whether $1,700 million will be spent in 
that year.or not. Rights-of-way will be about the only expenditures 
that will be incurred that year, or maybe for the first 2 years. After 
the first 2 years, there might well be an unspent balance. 

Mr. Byrnes. I am not trying to suggest what years these will fall in. 

Mr. Fatton. I do not know what balance is owed to the States at 
the present time on the obligations that have been incurred under 
the 1954 act. I do not know. 

Mr. Byrnes. That was the next question I was going to come to, 
whether you had any idea of what our outstanding bills were today. 

Mr. FAuon. There is also a loose end as to that. 

Mr. Byrnes. But if I recall, you also said that since there was a 
lag at the far end of the period, therefore you thought we could 
finance a 13-year construction program on a basis of “15 years, be- 

‘ause there will be this lag. 

Mr. Fatton. That is correct. 

Mr. Byrnes. But it seems to me that you wipe that out a 
unless you give recognition to the fact that you have already got : 
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Jag in bills that are due now and coming due from authorizations 
which were incurred in 1954 and 1955 and 1956. 

Mr. Fatton. We do that every 2 years. We do it every 2 years, 
because when the 1954 act was passed there was money owed in the 
1952 act which was paid in 1954. And soon. They are always a year 
behind in payments to the States. 

Mr. Byrnes. So we are going to be behind at the end of this 13- 
year period. And we still will be behind at the end of the 15-year 
period. But we are behind today, too. 

Mr. Faton. You see, after the construction period stops, you have 
2 years of taxés to go. There is always an open end on this type 
of legislation. And if there is no end, if it just continues going forever, 
it does not put any hardship on any one year. 

Mr. Byrnes. Is there any way we could find out what the present 
outstanding authorizations and potential obligations are? 

Mr. Fatton. The Bureau of Public Roads or the Treasury, I am 
sure, can give you the figure. 

Mr. Boaas. The Treasury does not have them. 

Mr. Fatton. You see, we have never predicated our legislation on 
what was owed, by the year; because it does not make any difference 
in open-end legislation such as we have. 

Mr. Byrnes. It helps, of course, to know what you owe to begin 
with, as well as what you are going to owe in authorizations. 

Mr. Fauion. We have a $2 billion cushion here above the Clay esti- 
mate. Also we are going to collect taxes. We express the intent of 
this Congress for the next Congress to say, “We will continue the 
authorization. If they do not, then you wil have $1,370 million that 
you are not going to spend. 

Mr. Byrnes. That relates to what specific section of the program? 

Mr. Fation. The regular Federal aid. If you add up the differ- 
ence between $775 million and the last figure in 1969, $1,025 million 

you will find that the escalator, $25 billion a year, makes a total of 
$1,370 million. However, that is not authorized in this bill at all. 
That is for subsequent Congresses to do. But the tax will be collected 
for it; so that you have a cushion in here, as we see it, over $3 billion, 
over and above what is called for in the Clay plan. 

Mr. Byrnes. But as far as what we presently contemplate doing, 
we contemplate that that escalator will be followed by future Con- 
gresses, do we not? 

Mr. Faxon. Yes. 

Mr. Byrnes. Just like we expect that future Congresses are goin 
to follow the provisions of section 7 and section 6 and not repea 
them. 

Mr. Farton. That is the only way that we can project a program 
of this type. 

Mr. Byrnes. Sure. 

Mr. Faron. And if you did it in smaller increments, the program 
would cost a whole lot more money, and would be sadly delayed. 

Mr. Byrnes. When do you expect that your committee will be 
through with and ready to report out the substantive provisions of 
H. R. 8836? 

Mr. Fation. I think we will probably go into executive session in 
about 2 weeks. 
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Mr. Byrnes. Do you anticipate any fundamental controversies in 
your committee? Has there been any evidence of it / 
~ Mr. Fation. Not as to the overall program. There might be a dif- 
ference in the language or in a section. I understand there will be 
some amendments added to it that are not in the bill now. But on 
the overall program there is no controversy at all. It is the same 
program that was reported out last year, except that it does not have 
the provisions in it that are controversial. 

Mr. Byrnes. Have you any liaison with the Senate committee to be 
able to prognosticate at all as to whether they are now going to go 
along with your views and the House views ? 

Mr. Fatxion. No, sir. 

Mr. Byrnes. The Senate bill is quite different ; is it not ? 

Mr. Fatuon. Yes; the philosophy is different. It isa 5-year pro- 
gram. The philosophy is of course pay-as-you-go. 

Mr. Byrnes. We could be in a situation where we could get all 
worked up over a tax plan and correlate it to H. R. 8836, and then 
after a conference find we have an entirely different animal. 

Mr. Fatton. That could possibly be, but it would certainly be a sad 
state of affairs for the economy of this country if it does hit a snag 
this year. 

Mr. Byrnes. I hope it does not happen. 

The Cuarrman. Mr. Boggs, of Louisiana, will inquire, Mr. Fallon. 

Mr. Boages. Mr. Fallon, “to “ret back, for the moment, to the plan 
which your committee rejected last year, the so-called bond plan, as I 
understand that plan, you took all the revenues from gasoline, from 
diesel, from special fuels, and from lubricating oil, and you dedicated 
them over a period of 30 years? 

Mr. Fation. That is correct. 

Mr. Boces. For about $25 billion worth of interstate roads and 
about $6 billion worth of Federal-aid roads, or a total program of 
about $31 million; is that right? 

Mr. Fation. Correct. 

Mr. Bocas. In doing that, they limited the Federal aid contribu- 
tion to a fixed sum of $623 million a year; was it not? 

Mr. Fatton. That is correct. That is for primary, secondary, and 
urban extension. 

Mr. Boses. In your bill, you contemplate about $35 billion worth of 
roads over the same period of time. Is that right? 

Mr. Fation. That is correct. 

Mr. Boges. You do that by spending the same amount of money for 
the interstate system, $25 billion, but rather than limit yourself to 
$623 million per annum on the Federal-aid system, you step that up 
on a graduated basis of $25 million a year. Is that correct ? 

Mr. Fatton. That is correct. 

Mr. Boces. So that you start off this year with $700 million, plus 
$25 million, making $725 million. And then $25 million additionally 

each year, until 1969, where you get to $1,025 million. So the 
me of that is that you get about $4 billion more in roads. Is that 
correct ? 

Mr. Fation. That is correct. 

Mr. Boces. For the same amount of money. 

Mr. Fation. That is correct. 
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Mr. Bocas. Now, the dedication of revenue collections under the 
Clay plan tied up these revenues for 30 years, did it not? 

Mr. Fatton. That is correct. 

Mr. Boces. In other words, the roads allegedly would have been 
finished in a 13-year period? What was the period of construction 

Mr. Fauton. Ten years, in the Clay report. 

Mr. Boces. But for 20 years thereafter we would have been paying 
for it? 

Mr. Fation. That is correct. 

Mr. Boces. And those revenues could not have been used for any 
other purpose ? 

Mr. Fatton. That is correct. 

Mr. Bocas. And the total of about $11 billion in interest charge did 
not build any roads, did it? 

Mr. Fauion. That is correct. 

Mr. Boces. Now, under the existing proposal, at the end of 15 years 
these revenues are then available for either more roads or other pur- 
poses, or for repeal of the higher rates. 

Mr. Farton. That is correct. 

Mr. Boaas. So that there is no obligation beyond 

Mr. Fation. And the interstate system is built and paid for. 


Mr. Boces. Right; and there is no obligation beyond the period of 
construction. 


Mr. Fatton. That is correct. 

Mr. Boces. Now, Mr. Humphrey yesterday kept referring to a 12- 
year period. Obviously, that is impractical, in that your Federal aid 
program contemplates appropriations beyond 12 years, does it not? 

Mr. Fation. Two years more. 

Mr. Bocas. Right; so that the tail end proposition that Mr. Byrnes 
was talking about could extend as far as 18 years. In other words, 
the point from contracting or from acquiring rights-of-w: y to the 
point of building could very easily be 2 or 3 years, could it not ? 

Mr. Fatxon. It could. 

Mr. Boaas. Now, insofar as the interstate system itself is concerned, 
do you think that it is practicable, under existing conditions, that is, 
the number of engineers that we have in our country, the present field 
capacity, the existing capacity for the mining and the production of 
the other basic commodities which go into highway construction—do 
you think that it is parcticable to try to squeeze this program into a 
period where if you used a 12-year tax base you would have to use 
about a 10-year construction base? Do you think that should be 
contemplated ¢ 

Mr. Fatton. Mr. Boggs, from the best available testimony that we 
were able to get, by experts, who are going to build this system of 
highways, they felt that a 12- or 13-year program would be the best 
program for the committee to decide on. 

Mr. Boces. But that is for the authorization. And that means that 
the actual payment of the bills must necessarily extend beyond that 
time. 

Mr. Fation. That is correct. 

Mr. Boces. So that the revenue should continue to come in for that 
period of time. 

Mr. Fation. That is correct. 
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Mr. Boaes. You see, when the Secretary of the Treasury talks about 
12 years, he talks about putting it all together in that period of time. 
And I do not see how that is feasible. 

Mr. Fatton. You cannot do it in contracting for a road program. 
It has never been done under our regular Federal aid highway bills. 

It has never been done before. The authorizations are made for 2 
years, and the payments are made either the year later, or the next year 
later, whichever it might be. 

Mr. Boaes. Now, you set forth in your breakdown the two principal 
sections of the bill, including the $700 million item that Mr. Byrnes 

was discussing, $725 million for Federal aid, 1957, and $1,025 million 
for interstate, 1957. Assuming that your authorization was passed, 
you do not contemplate for one moment, do you, that in fiscal 1957, 
beginning in July of this year, we would conceivably spend $1,025 
million, from the Ist of July 1956 to the 30th of June 1957! 

Mr. Faxon. I certainly doubt it, Mr. Boggs. 

Mr. Bocas. Actually, in the first year, and probably extending into 
the second year, would not much of the time be required in the acqui- 
sition of rights-of-way, and that sort of thing? 

Mr. Fatxion. I think the testimony shows that for the first couple 
of years at least the money will be spent on acquisition of rights-of- 
way and planning. 

Mr. Boaes. So that rather than have a deficit situation existing in 
the Federal Treasury as a result of the enactment of your authoriza- 
tion and this revenue measure, you would have, at least for those fiscal] 
years, a very substantial surplus in this fund, would you not? 

Mr. Fatton. That is correct. 

Mr. Boees. In addition to that, by the time that you had gotten 
around to the actual letting of the contracts and the actual con- 
struction of the roads, then you would have better evidence about, 
No. 1, how much they are going to cost, whether or not your $3 billion 
cushion is adequate, too generous, or not generous enough ; and whether 
or not our tax estimates made now, on a 15-year projection, are ade- 
quate, inadequate, too small, too high, or whatever they may be. Is 
that not so? 

Mr. Fatiton. From the best available figures, the contemplated 
program is sound. 

Mr. Boces. And the difference between the plan the Congress is 
now considering, as compared to the President’s plan of last year, 
the bond plan, is that under this plan the Congress can come back and 
have a look at the thing, whereas under the bond proposal for 30 years 
we never would have had a chance to look at it again; is that not 
correct / 

Mr. Fation. That is right. 

Mr. Bocas. Now, one other feature about that bond proposal. 
It is my recollection there was a $5 billion contingent obligation upon 
the general fund of the United States in the Government corporation 
that was contemplated. Isthat not correct ? 

Mr. Fation. That is correct. 

Mr. Boggs. So that at any time, if these dedications were not ade- 
quate, the corporation could dip into the general funds of the United 
States to the extent of $5 billion. 

Mr. Fauton. That. is correct. 
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Mr. Boces. Now, of course, there is no such contingent liability 
contemplated here. Isthat so? 

Mr. Fation. No, sir. 

Mr. Boces. Now, one other question, and Mr. Keogh, of New York, 
asked that I ask you this question. He had to go to a committee 
meeting inthe Senate. He asked that I raise a question about how the 
bill operates in connection with these throughways that have been 
constructed by the States. To be specific, he said that the State of 
New York had spent approximately $900 million on a throughway 
system, $700 million of which was spent for the throughways them- 
selves. Does this bill contemplate some reimbursements to the States 
for those systems ? 

Mr. Fation. The provision that he speaks of is in the present bill. 
It was in the Clay report, but was not in the bill that was reported 
out of the committee last year. 

Mr. Boces. How would it work in practice? Would there be a 
— of reimbursement to the State of New York for that $900 
million ? 

Mr. Fation. That is right. It would be a system of reimburse- 
ments on a eremern. + basis as to roads that have been built in the past 
few years that are acceptable to the standards, and that the payment 
will be made not at the beginning but at the end of the State’s program. 

Mr. Boces. Does that mean that the State would be reimbursed for 
that program ? 

Mr. Fation. Under certain conditions. 

Mr. Boces. May the State collect tolls on the road? Could they 
continue to collect tolls? 

Mr. Fatuion. They could continue to collect tolls and use the funds 
to liquidate their capital obligations. 

The question is still under consideration, Mr. Boggs, and next week 
we are having a witness come down from New York to testify before 
our committee, and also as to that particular section we are having 
several more witnesses. Last year, when we considered it, the com- 
mittee took it out. 

Mr. Boces. Let me ask you one final question. Have you examined 
the revenue bill which I introduced ¢ 

Mr. Fatton. Yes. ae 

Mr. Boaes. Do you think it is a fair bill? 

Mr. Fatuon. I think it is a fair bill, but I would lean not toward 
the bill that the committee reported out, but something like it. 

Mr. Boces. What do you mean by that ? 

Mr. Fauion. I do not think that you have enough emphasis on 
the people who make the largest profits or will make the largest profits 
out of the new highway system. 

Mr. Boces. You mean you would write in a differential in the bill 
somewhere ¢ 

Mr. Fatuon. I think the people who make the profit could stand a 
little more of the cost. 

Mr. Boces. Would you mind suggesting how much you think? 

Mr. Fation. I have not even considered a figure, since we lost the 
finance section last year. 

Mr. Bocas. Would you use the figures that were in the bill last 
year, or would you suggest a new formula ? 
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Mr. Fatton. At the outset, I said the figures I thought were fair 
were the figures reported out by our committee. But my judgment 
did not agree with the judgment of the majority because they thought 
that they were a little too much. I thought that some place between 
the rates we had last year and where you have might be a good place 
for agreement, figuring on how much they would bring in and what 
categories should have a little more put on to meet the necessary figure 
we have to meet to pay for the system. 

Mr. Boces. Let me ask you this question: Do you not think in any 
approach to the problem, where you talk about dedicating revenues, 
and where you first apply the user concept to the Federal highway 
program, it is fair to dedicate all of the revenues derived from tires 
to highway purposes? You see, we are in an argument with the 
Secretary of the Treasury about whether or not the tire revenues 
should be dedicated to this program. 

Mr. Fatiton. Well, we never approached it beyond what the Clay 
report and the administration would dedicate. We stopped there. 
We did not encroach any further on money being collected other 
than that. 

Mr. Boces. But just from the point of view of principle, though. 
That is what I am trying to establish here. 

Mr. Faxon. I think that everybody could pay a little bit more, 
that will benefit by the highways. And that is all users. But I also 
think that the emphasis should be put on the person who uses the 
highway for a profit, or for business purposes. 

Mr. Boaes. I am talking about the dedication of these revenues. 
You see, the Clay report dedicated all of the revenues from lubricat- 
ing oil. We do not make that dedication. We dedicate all of the 
revenues from tires, the existing tax and whatever new tax is agreed 
upon. Do you not think it is fair that as this is a direct user situ- 
ation, all of those taxes should go to highways? 

Mr. Fation. Sure. I would go along with you on that. 

Mr. Boaes. That is all, Mr. Chairman. 

The CHatrman. Any further questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Fallon, have you taken into consideration the in- 
crease in the cost of construction between these figures and the Clay 
bill? 

Mr. Fatton. When that was presented to us, the increased cost of 
construction and the increase in the tax was taken into consideration. 
It is also believed that if we can do the whole job at one time rather 
than by piecemeal, we can save a lot of money in construction cost. 
And in addition to that, we have a $2 billion cushion. 

Mr. Reep. Another thing I would like to ask you, along an entirely 
different line, is: Have you been on the throughway in the State of 
New York? 

Mr. Fation. No; I have not. 

Mr. Reep. You are not familiar with it? 

Mr. Fation. No. 

Mr. Reep. Well, 1 wish every member of this committee could 
just ride on that throughway, the part that is completed. It is a 
magnificent piece of construction. And the amazing part of it is 
that the people are perfectly willing, apparently, to pay the toll to 
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ride on this highway. They can ride in one direction and not en- 
counter any lights at all and are not met by any automobiles, because 
the highway going in one direction and the one coming from the 
other are s widely separated. 

I am just wondering whether the standards of that highway would 
be about the same as the highway that would be built under the 
bill that is passed here. 

Mr. Fauion. That is exactly what we have in mind, Mr. Reed, 
to give every State in the Union the same kind of gay on the 
interstate system, not only for the benefit of commerce and safety, 
but for the national defense. 

Mr. Reep. I have been on these roads where you go in one direction 
and the other road coming back is so close to it that you get the 
lights in your face. But I can see why the highway is so acceptable 
to the public in the State of New York. It takes away all those 
hazards. 

Mr. Fation. That is the reason why I used the new highway be- 
tween Baltimore and Washington and compared it with the old. 
It is a limited access and divided highway. Sometimes you cannot 
even see the road coming south when you are going north. It takes a 
different level, sometimes, and it is divided sufficiently at all times, so 
that there is no danger from lights from an automobile coming in 
the opposite direction. That is the standard that we are working 
for, Mr. Reed. 

Mr. Reep. I am glad to know of that. Because I have been on that 
highway, and I know what it means. It is the most delightful driving 
I have ever had. 

Mr. Farton. And, too, Mr. Reed, the average person uses 600 
gallons of gasoline a year, and if you put a cent on it that would 
mean they were paying $6 a year for traveling on express highways 
just the same as the highway you are talking about, where the toll 
is much, much greater. Toll highways average about 15 to 20 cents 
a gallon tax. 

Mr. Reep. Thank you very much. 

The Cuatrman. Mr. Harrison of Virginia will inquire, Mr. Fallon. 

Mr. Harrison. What does your bill do about the controversy with 
the utilities? 

Mr. Fation. The language in the bill restates just exactly what 
the Bureau is doing now. 

Mr. Harrtson. And what is that? 

Mr. Fation. It leaves it entirely up to the State. If the State is 
relocating a highway, and there is a cost of relocating a utility in 
connection with the relocating of the highway, if the State puts 
that in as their construction cost under the State law, the Bureau 
will pay. If the State does not have a law that pays utilities for 
reimbursement on relocations, the Bureau of course does not get 
the bill. Because the Bureau only deals with the States, and does 
not deal directly with the utilities or the municipalities. 

Mr. Harrison. How much additional revenue would you need to 
carry out your program in the event there were a provision that there 
should be a relocation ? 

Mr. Fatton. That does not cost any more in the bill the way it is 
operated now. It will not cost the Federal Government any more. 
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The only possible cost would be to the States. They would have 
to pay out of the money that is allocated under the formula. . 

Mr. Harrison. Now, what does your bill provide in connection with 
the provisions of the Davis-Bacon Act? — 

Mr. Faxon. It has no such provision in it at the present time. 

Mr. Harrison. How much would it cost if those provisions were 
added to the bill, as to the amount of revenue needed 4 

Mr. FALion. It would not add any more to our cost. It would not 
added to the bill, as to the amout of revenue needed ¢ 
tracts are made between the contractor in the State and the State 
government, not the Federal Government. 7 

Mr. Harrison. Then incorporation of those provisions would be 
an additional imposition on the States, or less roads; is that correct ‘ 

Mr. Fauion. I do not understand you, Mr, Harrison. 

Mr. Harrison. Suppose you added the provisions of the Davis- 
Bacon Act to your bill. What would be the effect of that insofar as 
costs are concerned, either on the Federal Government or the States? 

Mr. Fation. Well, I would not know, because I do not know what 
the rate of pay is in the States. 

Mr. Harrison. Now, I want to know whether or not there is any 
provision in your bill that diminishes the present authority of the State 
highway commissions over the building of roads within its borders. 

Mr. Fatxon. Nothing at all. Nothing is in the bill that is not in 
practice now. 

Mr. Harrison. Now, in answer to Mr. Boggs, talking about the tax 
on users of the roads and those that make a profit out of them, is there 
any formula that you know of by which you could prorate the tax be- 
tween the users of gasoline and diesel on a mileage basis, or some other 
way, in which there would be no tax advantage as between the two of 
them, no competitive advantage taxwise ? 

Mr. Fatiton. I understand there have been studies made on that, but 
they have not been made available to us. 

Mr. Harrison. That is all, Mr. Chairman. 

The CuatrmMan. Any further questions? 

Mr. Baker, of Tennessee, will inquire. 

Mr. Baker. Mr. Fallon, would you explain the operation of your 
bill, especially as to the interstate system, on who pays for the rights- 
of-way and how they are acquired ? 

Mr. Fation. The States acquire the rights-of-way. If they cannot 
get them, and they want the Federal Government to come in and assist, 
the Federal Government may exercise the right of eminent domain. 
But the States have got to ask the Federal Government to come in 
and assist. 

Mr. Baxer. Then they are paid out of this 90-10? 

Mr, Fation. That is correct. 

Mr. Baker. Now, this contemplates a Federal system of highways, 
40,000 miles. It is the first time, as far as I know, we have had a com- 
prehensive Federal expressway system. Has your Committee ex- 
plored the idea of the Federal Government getting all of these rights- 
of-way ? 

Mr. Fatton. Getting all of the rights-of-way ? 

Mr. Baker. Yes, for the interstate system. 

Mr. Fation. No; the committee has not. As you know, Mr. Baker, 
being a former member, rights-of-way are acquired by the States. The 
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issuing of contracts, the relocation of roads, and the condemning and 
acquiring of property, has always remained within the States, and 
there have never been any other suggestions, as far as the Bureau of 
Public Roads is concerned or the State highway commissioners, to do 
anything else except at the request of the States. 

Mr. Baxer. Of course, there has never before been such an approach 
as this to a 40,000-mile interstate Federal expressway system, has 
there ¢ 

Mr. Fatton. We had the State highway commissioners before us 
last week, and they have approved the system; and as a matter of fact, 
they endorsed the bill, that is, the authorization section. 

Mr. Baxrer. Whether they do or whether they do not approve it, do 
you not see some merit in the idea that you have to have a Federal 
interstate system of the Federal Government laying it out? 

Mr. Fation. That was never taken up by the committee. 

Mr. Baker. Now, let us assume that Secretary Humphrey is cor- 
rect, that this committee must produce $8 billion new money over a 
15-year period. It is $11.9 billion over a 12-year period. 

Mr. Boaes. That is over and above the $12 billion in the year? 

Mr. Baxer. Yes. And this committee must produce $8 billion more 
than the Boggs bill produced. Now, we know the provision of the 
Boggs bill, a cent on gasoline and a cent on diesel, a tax on tires from 
5 to 8 cents a pound, 3 cents on camelback, 8 to 10 percent excise on 
trucks and buses. Now, you have heard literally hundreds of pages 
of testimony last year on this, and for the first time last year you went 
into the tax feature. Let us look at this schedule. And I am not going 
to press you, but I would like to give you an opportunity and I would 
like to hear which one of these places you would put that extra $8 
billion. Now, start out with gasoline. 

Mr. Fatton. Mr. Baker, I do not know what $8 billion you are talk- 
ing about. 

Mr. Baxer. I am just assuming that Secretary Humphrey is cor- 
rect, and we have to produce $8 billion in this committee more than 
the Boggs bill produces. That certainly was the testimony yesterday. 
And over a 15-year period. 

Mr. Farton. Mr. Baker, we only need $12,423 million, according to 
our figures. 

Mr. Baxer. Let us assume for the moment that the Secretary of the 
Treasury is correct. He certainly said that yesterday, that the Boggs 
bill falls short $8 billion of meeting your bill over a 15-year period. 
Now, would you care to go down this schedule and give your analysis 
as to where that $8 billion should come from ? 

Mr. Farton. I do not think I would be competent to do that. Mr. 
Baker, I would not want to change these figures around now when we 
studied the same problem for weeks and weeks and weeks last time 
to try to arrive at the right figures. 

In the first place, I would like to be shown where we are $8 billion 
short. We have a $2 billion cushion plus $1,340 million that is not 
authorized under the bill. And we are just taking it for granted 
that the next Congress will go along with the escalator clause. 

Mr. Baxer. We cannot have a pay-as-you-build plan if the Secre- 
tary of the Treasury is correct, that the Boggs bill falls short $8 
billion, unless we produce $8 billion more. That of course answers 
itself. Now, based on all of the studies you have made and all of 
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the testimony you have heard, would you care to suggest where we 
should get that extra $8 billion ? 

Or let us make it a little simpler. What particular one of these 
classifications would be the fairest place to increase the levies of 
H. R. 9075? Iassume you would not go more than a cent on gasoline; 
would you? 

Mr. Farton. Let me say this to you, Mr. Baker. We had that 
study last year, and we did not put it up a cent or a half a cent without 
weeks and weeks of testimony on the thing, or meeting with the 
Treasury and meeting with the Bureau of Public Roads and our 
counsel. We did not move a half a cent on anything until we went 
into the whole thing thoroughly. Now, you are asking me to just give 
you an opinion from the table here. I could not do it. 

Mr. Baxer. I am asking you to do it as an expert. 

Mr. Fation. The first ‘thing I would like to know is whether the 
Clay report is right. We took their figure last year, and it was the 
administration’s “figure. Secretary Humphrey ‘testified before our 
committee and did not say it would cost any more or any less. He said 
any Treasurer would rather do business on a cash basis. He also said 
he thought it was a fair and equitable tax. But he did not endorse 
the plan. He was still for the bond plan. 

So that when you talk about $8 billion, I do not know where that 
figure has come from. It is not in my bill. 

“Mr. Boces. The amount of money of this bill is approximately the 
amount as in your bill last year? 

Mr. Fation. Correct. 

Mr. Boges. And the Secretary said that would.do the job? 

Mr. Fation. That is right. And he also said that 10 percent one 
way or the other would not make any difference. So I do not know 
where the $8 billion figure comes from. 

Mr. Baxer. If you do not care to act on the assumption that he is 
correct, and this committee finds he is correct, whether it be $8 bil- 
lion or $5 billion, or any figure, that we have to raise more than 
H. R. 9075, and based on the great wealth of evidence you have heard, 
your weeks and weeks and w 1 ’ 
than anyone in the country, in my dddeeonaata you not tell us 
which one of these items would be the fairest place to raise additional 
revenue, additional over and above the Boggs bill ? 

Mr. Fauion. It was proven to me by the Congress last year that 
I was not an expert on those figures. 

Mr. Baxer. You have heard all the experts. I classify you as an 
expert, so you might as well admit it. 

Mr. Fatton. Maybe the further I go away from home, the more 
of an expert I am. 

Mr. Baxer. Do you not think you could do that? 

Mr. Fauton. I do not think I could do it intelligently. I could 
not tell you from here. Because I do not think, under my bill, you 
need it. And the only thing I am discussing is my bill. 

Mr. Baxer. I was pursuing the very concluding part of your testi- 
mony with Mr. Boggs. You said you felt the ones that used the 
roads more ought to pay more. 

Taking that premise as correct, whieh one of these items would 
you put ‘that on, diesel fuel, lubricating oil, tires, camelback, tubes, 
parts and accessories, or what combination ? 
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Mr. Fation. Mr. Baker, let me give you a copy of last year’s tax 
schedule, which I was for and passed out of the committee and voted 
for, and you can use that if you wish. That is my best judgment. 

Mr. Baxer. Weil, the big part on that was diesel fuel. 

Mr. Fation. And large truck tires. 

Mr. Baxer. I believe that your bill last year raised diesel fuel 3 
cents; was it? 

Mr. Boces. Two cents. 

Mr. Baxer. The Boggs bill raises diesel fuel 1 cent. 

Mr. Fation. Do you have one of these, Mr. Baker? It is a com- 
parison. It was taken out of the committee print. Diesel, 2 cents. 

Mr. Baxer. And in addition to that, the other big change was 
on heavy tires, big truck tries. 

Mr. Fation. That is right. 

The Cuamman. And further questions ? 

If not, we thank you, Mr. Fallon, for your appearance and the 
splendid information and valuable help you have given the com- 
mittee. 

Mr. Fatiton. Thank you, Mr. Chairman and members of the com- 
mittee, for your courtesy. 

The CHatrman. I understand that our colleague, Mr. Gentry, 
who has been here all morning, has had to leave. He will return at 
2 p.m. and appear before the committee at that time. 

Our next witness is the Honorable Oliver P. Bolton, a Member of 
Congress from Ohio. Mr. Bolton, will you step forward and please 
identify yourself for the record. 


STATEMENT OF HON. OLIVER P. BOLTON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Bouron. Mr. Chairman, my name is Oliver P. Bolton, and I 
represent the 11th District of the State of Ohio. I am appearing here 
today to urge the committee to exempt semipneumatic tires from the 
proposed highway tax increases which would be used to construct 
new highways. I would like to explain some of the reasons for my 
request. 

First, let me explain what I mean by semipneumatic tires. They 
are all-rubber tires either of solid or hollow-center construction whose 
main value comes from the fact that they are punctureproof. Since 
these tires are constructed without any type of reinforcement, such 
as fabric or metal, they develop their carrying strength through a 
comparatively heavy all-rubber wall section which deteriorates rapid- 
ly when subjected to high speeds or overloading. For all practical 
purposes, therefore, semipneumatic tires are limited to off-the-high- 
way nondriving use on loads ranging from 25 pounds up to 625 pounds 
and at speeds not over 8 miles per hour. 

Semipneumatic tires are presently used on farms, in industrial 
plants, and on childrens’ vehicles. On farms, they are used on gage 
wheels for cultivators and press wheels for seed planting; in indus- 
trial plants, they are used on hand trucks, wheelbarrows, floor-sweep- 
ing machines, aisle-marking machines, are-welding machines, battery 
chargers, car washers, power lawn mowers, and contractors pumps; 
and on childrens’ vehicles, they are used on coaster wagons, baby car- 
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riages, scooters, and similar toys. They are also used on dozens of 
other nonhighway items such as grocery carts, garden tractors, gar- 
den furniture, ete. 

Historically, the Treasury Department has held that semipneumatic 
tires should be exempt from excise taxes on the grounds that they were 
not load-bearing tires, were not used on highways, and were used only 
«$s components on farm equipment and industrial equipment. The 
original excise legislation taxed pneumatic tires, but not semipneu- 
matic tires. Some time after the legislation was passed, however, the 
Treasury Department decided semipneumatic tires should be taxed 
the same as pneumatic tires because of the difficulty in interpreting for 
collection purposes between the two types. 

In 1951, the Ohio Rubber Co. of Willoughby, Ohio, as well as other 
companies in the industry, appealed this ruling and the Treasury 
Department backed down and exempted semipneumatic tires up to 
20 inches in diameter and under 184 mehes in cross section. In 1953, 
again at the urging of the Ohio Rubber Co. and other industry pro- 
ducers, the Treasury revised its earlier ruling to exempt from the 
excise tax semipneumatic tires larger than 20 inches in diameter and 
134 inches in cross section which were used on agricultural equipment. 
In both instances, the Treasury Department recognized that semi- 
pneumatic tires were not in any way satisfactory for highway use. 

There are other reasons for exempting semipneumatic tires from 
higher taxation. To i increase taxes on these tires would not only be 
discriminatory but could very well price them out of existence. For 
example, it is possible to produce, through reinforcement, a pneumatic 
tire in a comparable size to a semipneumatic tire, but much lighter in 
weight. By way of illustration, a 16 x 4.00 inch industrial semi- 
pneumatic tire of all-rubber construction weighs approximately 13.5 
pounds, sells for $3.67, and carries a tax of 67 cents on top of the selling 
price. A 4.00 by 8 pneumatic tire, including tube, which fits the same 
size rim weighs 6.3 pounds, sells for $4.50, and carries a tax of only 
32 cents. Even under the present tax structure, you will readily note 
that the greater amount of tax is now being paid on the semipneumatic 
tire, even though it sells for less. 

For these reasons, Mr. Chairman, I urge the committee to exempt 
semipneumatic tires from the higher tax rates which you are consider- 
ing to construct new highways. I feel strongly that these tires should 
not be taxed addition: ully to help build highways on which they will 
never travel. 

The Cuatrman. We thank you for your appearance and the infor 
mation you have given the committee. 

Mr. Bowron. Thank you, Mr. Chairman. 

The CuHarrmMan. Our next witness is the Honorable Hubert B. 
Scudder, a Member of Congress from California. Will you please 
come forward and identify yourself for the record. 


STATEMENT OF HON. HUBERT B. SCUDDER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Scupper. Mr. Chairman, and members of the committee, I am 
Hubert B. Scudder, Member of Congress from the First Congressional 
niesaatan of California. 
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I appreciate this opportunity to express my views on H. J. 9075, 
which would extend for 15 years the present Federal taxes on gaso- 
line, diesel and special motor fuels, tires, and on new trucks, trailers, 
and buses. It would also provide additional revenue through in- 
creased rates on these items, plus a new tax on tread rubber. 

In theory, the bill proposes to place the burden of increased taxes 
on highway users. In other words, those who will benefit the most 
from improved and expanded highways should bear the greater share 
of the cost. 

This theory should be adopted. The tax increases should not apply 
to equipment and machinery used exclusively on farms, to boats and 
airplanes—all of which are classed as nonhighway users. 

However, this bill is deficient as it does not recognize trucks and 
equipment used by the forest products industry, a great percentage of 
which never reach a public highway. This is because of the inacces- 
sibility of timber areas. Logging companies, in many instances, build 
and maintain their roads to gain access to timber areas. Trucks and 
heavy equipment operate from deep within these areas to bring out the 
logs. Seldom, if ever, does this equipment reach a public road or 
highway. They use gasoline and diesel fuel, etc., and would be subject 
_ increased taxes on these items from which they would receive no 
venefit. 

Modern lumber mills utilize various types of motorized vehicles 
which run on rubber tires. Examples are straddle carriers and fork- 
lift trucks which are used to move lumber from one sector of a mill 
area to another. They do not operate on public roads and highways, 
but would also be subject to increased taxes on fuel and tires. 

It seems only fair and equitable that a provision be placed in the 
bill to exempt these consumers, as nonhighway users, from paying addi- 
tional taxes on trucks and equipment which are operated exclusively 
off the public roads and highways. The same consideration should 
be given to other operations such as, for example, open-pit mining. 

I trust that this committee in the writing of this bill recognizes 
these principles, and provides for these exclusions in the final draft of 
the bill. Thank you for your time and attention. 

The Cuarrman. We thank you for coming before the committee 
and giving us this information. 

We will next hear from Mr. John V. Lawrence. Is Mr. Lawrence 
here? And Mr. William A. Bresnahan? Come forward, please, 
gentlemen. 

First, each give your name and address and the capacity in which 
you appear, for the record. 





STATEMENTS OF JOHN V. LAWRENCE, MANAGING DIRECTOR; AND 
WILLIAM A. BRESNAHAN, ASSISTANT TO THE MANAGING DI- 
RECTOR, AMERICAN TRUCKING ASSOCIATIONS, INC. 


Mr. Lawrence. My name, Mr. Chairman, is John V. Lawrence, and 
I am managing director of the American Trucking Associations, 1424 
16th Street NW., Washington, D.C. 

The Cuarmman. Allright. The other gentleman ? 

Mr. Bresnawan. My name is William A. Bresnahan. I am assistant 


general manager of the American Trucking Associations, at the same 
address. 
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The Cuatrman. All right. Without objection, you may proceed 
without interruption until you complete your main statement. 

Mr. Lawrence. Mr. Chairman, I am most appreciative of this op- 
portunity to appear before you. 

I appear for the purpose of merely stating that we are here to sup- 
port the pending measure before your committee, H. R. 9075. And I 
would like to ask Mr. Bresnahan to express our views in that respect. 
Thank you, sir. 

The Cuarrman. All right. You may proceed. 

Mr. BresnaHAN. Mr. Chairman and gentlemen of the committee, 
our organization is a federation made up of affiliated State associa- 
tions in every State and the District of Columbia, plus 11 national 
conferences. The federation is representative of all types and classes 
of truck owners, large and small, local and long-distance, and private 
and for-hire. 

We appreciate this opportunity to appear before you to explain the 
position of America’s truck owners and to offer for your consideration 
the facts which we believe sustain that position. 

It is not our intention to argue whether there has been or now should 
be a direct connection between Federal highway expenditures and 
Federal motor vehicle taxes. Both viewpoints can find support in 
logic as well as in different chapters of the legislative history of taxes. 

At the same time, there are certain facts which have a bearing on the 
problem you are now studying, and which should be given some 
consideration. 

Motor vehicle owners pay all of the Federal taxes paid by anyone 
else. In addition, they have been paying special taxes on vehicles, 
fuel, tires, parts, and accessories which, generally speaking, have not 
been applied against other forms of transportation. 

To date, these special automotive taxes have exceeded Federal high- 
way expenditures by $10 billion. They currently are being paid at a 
rate of more than $2.5 billion a year—probably enough to cover the 
cost of the proposed expanded highway program, including the regular 
Federal-aid program. 

It was against this background that Congress last year began its 
deliberations with respect to the highway program. 

Long before any concrete proposals were made or any hearings held, 
our federation studied the matter thoroughly and adopted what it 
believed to be a sound, realistic, and fair position. 

This policy was in support of the highway program. Although 
the highways are needed for national defense and many other purposes, 
and although the current taxes on motor vehicles would be adequate if 
applied entirely to the highway program, we announced at the very 
beginning that if Congress found it necessary to increase motor vehicle 
taxes truck owners were prepared to have the rates increased if they 
applied to all alike. We asked only that trucks not be singled out for 
discriminatory treatment. 

We did not, as some have done, demand the highways and at the 
same time demand that the taxes be repealed. We did not, as some 
have done, revise our position with every change in the wind. 

We have not, in fact, juggled our position at all. It has been main- 
tained unwaveringly in the face of criticism from others—first, for 
offering to pay anything at all and later, for being unwilling to pay a 
disproportionate share of the increases. 
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Consistent with our position, we give our unhesitating and unequivo- 
cal support to H. R. 9075 as it is now written. It applies equal rates 
of tax to motor fuel and rubber, and increases the tax on new trucks, 
buses, and trailers from 8 percent to 10 percent to bring it to the level 
of the tax on new passenger cars. We believe this to be a fair and 
equitable tax program. 

The Boggs bill is not, as some have attempted to imply, a departure 
from past principle and practice. It is, instead, completely consistent 
with the principle and practice followed by every Ways and Means 
Committee and every Congress which ever dealt with the subject. 

We believe that those who are opposed to applying the same rate of 
tax on all types of vehicles fail to understand the extent to which the 
resulting tax payments automatically apply very substantial dollars- 
and-cents differentials against the large vehicles. 

Under the existing Federal automotive tax structure the rates apply 
across the board, except with respect to the excise tax on new vehicles 
which is 10 percent on automobiles and 8 percent on trucks, trailers 
and buses. The bill before you would adjust this and make the tax 10 
percent on commercial vehicles. All of the proposals considered last 
year would have done this, and it has not been an item of controversy. 

The excise tax on new vehicles demonstrates the degree to which 
large differentials automatically are paid by trucks even though 
the rate is the same, since the cost of the large commercial unit is so 
much greater than the av erage small passenger car. 

Based upon f. o. b. factory prices used in a 1953 study by the Bu- 
reau of Public Roads, the 10 percent excise tax would amount to 
about $158 for the light carx 

The same 10 percent tax on trucks would mean a tax payment of 
$1,050 for a 3-axle truck combination; $1,321 for a 4-axle combina- 
tion; $2,400 for a 5-axle truck combination, and $2,600 for a 6-axle 
combination. 

Similar dollars-and-cents differentials automatically result with 
respect to fuel and rubber taxes even when the rate of tax is the same. 

The typical large truck obtains only about 4 miles to the gallon as 
compared with about 16 miles or better for the typical light car. This 
means that the fuel tax automatically results in a tax per mile op- 
erated that is 4 or 5 times higher for large trucks than for small 
vehicles. 

The rubber tax is based upon weight and automatically results in 
a much higher taxpayment by the large truck combination because 
the truck tire is considerably larger and heavier, and since a car can 
be operated with 4 tires and from 10 to 22 tires are required to op- 
erate the truck combinations, depending upon the number of axles. 

Since the fuel and rubber taxes have been in controversy it is neces- 
sary to delve more deeply into effects of these levies upon cars and 
trucks when the rates are the same. 

The increases proposed in H. R. 9075, coupled with the existing 
fuel and rubber taxes, would result in the larger vehicles making much 
greater taxpayments. Basic data contained in the Bureau of “Public 
Roads study indicate that a light passenger car would pay annual 
taxes of $19.45. Truck combinations, depending on size and number 
of axles, would pay annual taxes ranging from $289.50 to $834.50. 

When the taxpayments are divided by the average annual mileages 
of the vehicles they result in fuel and rubber taxes of 20.5 cents for 
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each 100 miles of travel for the passenger car and ranging from 72.4 
cents to 95.1 cents for each 100 miles of travel for the combinations. 

Thus, the per mile taxpayment of the truck combinations range from 
31% to slightly higher than 414 times that of the passenger car and 
average about 4 times as much—a ratio of 4 to 1. 

These are the facts. They show that fuel and rubber taxes applied 
across the board automatically result in a tax differential against 
the large vehicle as compared with the passenger car of 4 to 1 per 
mile operated. 

To the extent that opponents of accros-the-board taxes are aware 
of the differentials which automatically result, it must be assumed that 
they contend the differential should be greater than 4 to 1. We be- 
lieve that a ratio of 4 to 1 is fair, and this appears to be the chief 
issue. 

Advocates of differentials in the Federal tax rates are constantly 
referring to State highway taxes as a justification for differentials. 
It would seem, therefore, that a look at the existing State taxes is 
desirable in appraising the reasonableness of the 4-to-1 taxpayment 
per mile that results from across-the-board rubber and fuel taxes at 
the Federal level. 

The fact is that analysis of the State taxes actually supports the 
4-to-lratio. On the basis of the national averages, State highway user 
taxes result in a taxpayment by typical large ‘truck combinations of 
approximately 4 times as much per mile operated as the average 
passenger car. 

Modern toll roads also provide a practical basis for appraising the 
fairness of the 4-to-1 ratio. The toll charges on the turnpikes vary 
according to the type and size of vehicles and there is some variation, 
of course, in the relative ratios. 

In any event, the tolls fixed by the practical people who build and 
operate the turnpikes result in a payment by the large trucks that is 
just about 4 to 1. 

Last year, some supporters of proposals to depart from the tradi- 
tional Federal across-the-board tax structure and apply different and 
higher rates on trucks relied heavily upon estimates that construction 
of the new highways would result in savings of 4 cents a mile for 
large trucks. 

It certainly is to be expected and hoped that some savings will result 
from an improved system. Estimates of what these savings might be, 
however, are pure speculation. More than that, they are pure fant: asy 
to the considerable extent that they reflect estimated wage savings 
resulting from time savings. Over-the-road labor contracts are on 
a trip basis so that labor cost remains the same regardless of any sav- 
ings in actual running time of the vehicle. 

Even if it is assumed that savings can be accurately forecast, and 
that 4 cents a mile for trucks is an accurate figure, and that savings are 
a proper yardstick for assessing taxes, it should not be overlooked that 
the reference to a saving of 4 cents a mile for large trucks also con- 
tained an estimated saving of 1 cent a mile for passenger cars. 

So here again we have a ‘ratio of 4 to 1, this time in estimated savings. 
Therefore, to the extent that estimated sav ings are to be conside red a 
factor in determining tax levels, the estimated sav ings of 4 to 1 are 
scarcely a valid argument against across-the-board taxes and, if any- 
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thing, lend support to the tax ratio of 4 to 1 which results when the 
tax rates are across the board. 

Those who seek to burden trucks with excessive taxes usually assert 
that trucks should pay more because it costs more to build roads for 
trucks. This naturally appeals to the logic of anyone who overlooks 
the fact that trucks do pay a great deal more than the passenger car, 
and that the Boggs bill results in differential payments comparable to 
those applied by the States and by the toll roads. 

But let’s examine this assertion about added construction costs to 
meet the requirements of large vehicles. How does it apply in the 
case of the interstate and defense system now under consideration ? 

This question arose in 1950 during the exhaustive hearings con- 
ducted during that year by the Senate Committee on Interstate and 
Foreign Commerce. At that time, in his testimony before the com- 
mittee, Thomas H. MacDonald, the long-time Chief of the United 
States Bureau of Public Roads, stated : 

The minimum requirements of structural and capacity design of the major 
routes to serve national interests must be equated to the foreseen needs of the 
national defense. Thus the question of whether the highways could be built 
at less cost if there were no heavy trucks becomes largely academic since the 
design of major routes must be held to defense standards. 

Assuming that main highways would be built more cheaply if there 
were no trucks, it should be borne in mind that a very large portion 
of the highway costs are not affected in any particular degree by the 
size or weight of the vehicles. The bulk of highway expenditures 
goes for such things as engineering, administration, right-of-way, 
traffic controls, policing and a multitude of other items. 

Only 24 percent of the projected cost of the interstate and defense 
system is for surfacing. 

The greater tax payments made by trucks more than cover a proper 
share of normal highway costs plus any additional costs that might 
be incurred to accommodate them. Those who have found to the 
contrary have done so by assuming that, in the absence of trucks, our 
main roads would be built much narrower and with surfaces :hinner 
than a good sidewalk. 

Our best concrete roads, built to carry all types of traffic, are 8 to 9 
inches thick. Here in the District of Columbia, if you build a drive- 
way from the street up to your garage, District regulations require 
that it be a minimum of 6 inches thick. 

It is also a fact that roads like the Merritt Parkway in Connecticut, 
the Arroyo Seco Parkway in California, and the Garden State Park- 
way in New Jersey, built for the exclusive use of passenger cars, are 
just as wide and just as good in every respect as the best main high- 
ways designed to carry all kinds of traffic. 

These facts indicate why those who make assertions about trucks 
adding to highway costs usually deal in generalities and seldom in 
realities. 

When they want to make a statistical case against trucks they 
seldom do it in terms of highway costs. They invariably resort to 
comparisons of taxes paid per gross ton-mile operated, which are 
determined by multiplying a vehicle’s total weight by total miles. 

Granting that both weight and miles are factors properly bearing 
on taxation, both the fuel tax and the rubber tax ave materially 
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affected by these factors. It is true, of coure, that neither the existing 
Federal taxes nor the increases proposed in H. R. 9075, apply higher 
taxes against trucks in direct ratio to gross ton-miles. Neither do 
the State highway taxes and the tolls on the turnpikes, and we can 
assure you that both the States and the turnpike authorities have 
heard of the ton-mile theory. It has been promoted with remarkable 
vigor by antitruck interests for a quarter of a century. 

There are many fallacies in the ton-mile theory. The most outstand- 
ing is the fact that taxation in direct ratio to the product of total 
vehicle weight times total miles could be valid only if all highway costs 
were directly affected by gross vehicle weight. 

This, of course, is not the case. As I pointed out earlier, the bulk 
of highway costs are not affected at all by weight. Moreover, to the 
extent that weight is a factor, it is the weight of individuals wheels or 
axles that is of greatest importance and not the total weight. 

For example, a relatively small 2-axle truck weighing a total 
of 25,000 pounds and with 20,000 pounds on the rear axle has a higher 
stress factor on the road than a multiaxle unit with a much higher 
gross weight but with no axle exceeding 18,000 pounds. 

The ton-mile theory has been examined in detail and, after such 
examination, has been rejected by outstanding students in the field 
of highway taxation. 

Among them was the late Federal Coordinator of Transportation, 
Joseph B. Eastman, member of the Interstate Commerce Commis- 
sion for 25 years, Director of Defense Transportation during World 
War II, and generally considered the country’s outstanding trans- 
portation expert. 

After an exhaustive 6-year study of highway taxation and proposed 
methods of allocating highway costs among different types of motor 
vehicles, Mr. Eastman completely discarded the ton-mile method 
as unsound. 

The principal merit in the ton-mile method, but one which does not suffice to 
commend it for use, is its ease of computation— 
he said in his four-volume report. 

Among other things, he pointed out that the ton-mile theory— 
ignores in important respects the effects of differences in the ways in which loads 
are transmitted to pavements and roadway structures, and in the utilization 
of road facilities. 

It has, therefore, little merit— 
he concluded. 

The United States Bureau of Public Roads also has devoted much 
time and study to the problem of highway taxation. It has condemned 
the ton-mile method in the following unmistakable and clear-cut 
language: 

The gross ton-mile approach has the virtue of simplicity, since average 
annual mileages and average operating gross weights can be approximated with 
reasonable accuracy from available data. 

It also has the superficial and deceptive advantages of appearing to account, 
in part at least, for several measures of relative benefit. * * * 

It is far from precise, however, since 10 automobiles will occupy a great deal 
more space than 1 truck of the same total gross weight. 


The gross ton-mile unit also tends in the direction of compensating for differ- 
ential costs, but does so very inaccurately, since: 





82 HIGHWAY REVENUE ACT OF 1956 


(1) Wheel load rather than gross load is the major element to be considered 


in estimating relative thicknesses of surface required for vehicles of different 
size. 

(2) Neither required thickness nor required cost of surface varies directly 
with the load factor, and 

(3) Other added costs are related only vaguely, if at all, to gross weight. 


There is also some element of variation with the value of the service, but 
here again the relationship is very obscure. 

For example, in the case of two trucks of different sizes hauling the same 
commodity, the value of the cargo is proportional to the carried load, and is 
likely to be far from proportional to the gross load. 

When different commodities are involved, or passenger hauling is compared 


with that of freight, the relation of gross ton-miles to value of service becomes 
meaningless. 


The word ‘“‘ton-mile” has a scientific connotation, and therein, perhaps, lies 
much of its appeal. 

In his 1950 testimony before a subcommittee of the United States 
Senate, Commissioner Thomas H. MacDonald, former Chief of the 
United States Bureau of Public Roads, exposed one of the major 
weaknesses in the argument of the ton-mile tax advocates when he 
said: 


The assertion that the product of weight of vehicles and distance traveled 
is a reasonable measure of the value of service is apparently accepted by the 
advocates of the ton-mile theory, without the presentation or analysis of any 
data to support the statement. 


When, however, we run the gamut from the lightest passenger car to the 
heaviest tractor-trailer combination, we can find no reason to say that, for these 
various types and sizes of vehicles, the value received from the use of highways 
is proportional to their weight. 

Commissioner MacDonald put his finger on the most serious defi- 
ciency of the ton-mile method when he declared: 

There can be no pretense that the gross ton-mile analysis preduces an accurate 
appraisal of the costs occasioned by vehicles of different sizes and weights. 

To this point my statement has dealt with the equity of across-the- 
board tax rates as between passenger cars generally and large trucks 
generally. We believe the facts show clearly that level tax rates at 
the Federal level result in equity when measured against the practical 
yardsticks of State taxes and turnpike tolls, and that the statistical 
theory used by others to support charges of inequity is an unsound 
theory long since condemned and discarded by outstanding and un- 
biased highway tax experts. 

This brings us to the specific question of equity as between the large 
gasoline-powered truck and a comparable diesel-powered truck. 

Unquestionably an average diesel vehicle will obtain more miles per 
gallon than an average similar gasoline vehicle. The range of dif- 
ference has been observed by several studies of actual operations and 
a fair median, stated in percentage, indicates about 35 to 40 percent 
more miles per gallon for diesel vehicles as compared with a corre- 
sponding gasoline unit. 

This fact, considered in the abstract, is the basis for suggestions 
that the difference in miles-per-gallon should be offset by adjustment 
of the tax rate on diesel fuel. 

We submit that there are other offsetting factors, overlooked com- 
pletely by advocates of a diesel differential, which argue strongly 
against a differential, particularly within the framework of the Fed- 
eral motor vehicle tax structure. 
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These offsetting factors are well known to those who are close to 
the picture. That is why you have had no complaints of inequity 
from the users or manufacturers of gasoline trucks who would be 
the logical complainants if inequity existed. 

The fuel tax is one of the four major Federal taxes applicable 
specifically to motor vehicles. With respect to fuel taxes, across-the- 
board rates admittedly work in favor of the diesel. But how about 
the other three taxes ¢ 

Take the excise tax of 10 percent that would apply to all vehicles. 
Data taken from the previously mentioned study by the Bureau of 
Public Roads show that a diesel-power truck combination may cost 
$17,258 as compared with $13,212 for a comparable gasoline powered 
unit. This means a tax of $1,726 against the diesel unit as compared 
with a tax of $1,321 against the gasoline unit—or 31 percent higher 
for the diesel unit. : 

Take the tire tax. Reports from motor carriers using both gasoline 
and diesel units and keeping accurate records of their operations show 
that gasoline units obtain from 10 to 20 percent more mileage from 
their tires than the diesel units. These differences are based on com- 
parable units operating under similar conditions and with the same 
payloads, and are caused by the different effect of the motive power 
of the diesel as applied through the drive axles of the vehicles. 

Take the tax on motor-vehicle parts of 8 percent. Parts for a 
diesel unit are much more expensive than parts for a comparable 
gasoline unit. In fact the cost of a major overhaul of a diesel unit 
will approximate the cost of a brand new comparable gasoline unit. 

If fuel tax rates were to be adjusted to offset advant: iges to the 
diesel unit would not the same logic dictate that the other tax rates 
be adjusted to offset the disadvantages against the diesel unit ¢ 

We also call your attention to the fact that the Federal highway 
fuel tax applies not only to gasoline and diesel fuel, but also to other 

“special” fuels like liquid petroleum g gas, which is being used in grow- 
ing quantities, particularly by truck in Texas and Louisiana, the lead- 
ing States in production of such fuels. 

‘Ac cording to Mr. R. D. Phillips, president of the General Gas 
Corp., Baton Rouge, La., which is one of the largest producers and 
distributors of liquefied petroleum gas in the country, and which oper- 
ates about 250 trucks using liquefied petroleum gas, gasoline yields 
from 33 to 43 percent more miles per gallon in comparable trucks 
than does liquefied petroleum gas. But proponents of a higher tax on 
diesel fuel have not suggested 2 a lower tax on special fuels. 

In State highway tax ; structures, the registration fees or other taxes 
which supplement the fuel tax apply equally to comparable diesel 
and gasoline vehicles. On the other hand, the Federal taxes which 
supplement the fuel tax work significantly against the diesel unit. 
Clearly, then, there is no justification for applying a fuel tax differ- 
ential in the Federal tax structure. 

Even in the States, where any advantage accruing to the diesel 
unit in fuel taxes is not offset by the disadvantages of other taxes, 
only seven scattered States have put differentials into effect. This is 
because of practical economic and tax considerations which also argue 
against a differental. 
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These considerations will be developed more fully by another wit- 
ness, but I’d like to touch a few of them very briefly. 

The empty weight of a diesel unit is greater than the empty weight 
of a comparable gasoline unit, which means a lower payload for the 
diesel. This fact, plus the much greater cost of the diesel unit, means 
that the diesel is practical only under certain special conditions and 
even then the operation is marginal. It is no exaggeration to say 
that a difference in the tax rate could actually place the diesel at a 
damaging disadvantage in relation to the gasoline unit. 

If this were not true, there would be many more diesel units in 
operation today than is the case, particularly since there was no 
Federal tax at all on diesel fuel until just 4 vears ago. 

Today less than one-tenth of 1 percent of all motor vehicles in 
this country are powered by diesel and special fuels. Diesels con- 
stitute only seven-tenths of + percent of all of the Nation’s 9,412,000 
trucks of all kinds. 

Diesels are less than 2 percent of the 314 million trucks that have 
been attacked by the American Automobile Association. They are 
only 1 out of 10 of the trailer-truck combinations—the biggest trucks 
in operation. 

Obviously there has been no mad rush to capitalize on so-called 
advantages of the diesel. In fact, there are clear-cut signs that the 
diesel is losing ground. This is obvious from the records of factory 
sales over the last 5 years, which show the diesel to be a declining 
portion of the new truck-tractor units sold. 

That the diesel is struggling for its existence also was emphasized in 


the December 1955 issue of the official journal of the Society of Auto- 
motive Engineers. 


The market for diesel engines is slowly disappearing— 
the article stated. 


Many fleet operators are finding that they can put more gasoline-powered 
vehicles on the road and show more net profit on their investment over 5 or 6 
years than they could with diesels. As fuel refinery techniques are improved 
and better low-cost fuels become available, diesels will fade out of the picture 
unless a completely new low-cost design can be developed. 

It is to be expected, of course, that the diesel manufacturers will 
do everything in their power to keep pace despite such gloomy fore- 
vasts, but a differential in the Federal fuel tax against the diésel 
would be a crippling blow. 

While a differential of 1 cent a gallon against the diesel, as proposed 
last year, would wreak havoe among the manufacturers and users of 
diesel vehicles, the amount of revenue it would raise for the highway 
program would be relatively insignificant. 

An extra penny on diesel fuel would mean less than 2 percent of 
the new motor vehicle revenue contemplated by H. R. 9075. It would 
mean only one-half of 1 percent of the total motor vehicle revenue 
that would be spent under the Boggs plan. 

Since such a differential is not necessary in the interest of equity, 
and since it would be so small from the standpoint of revenue, it 
hardly seems wise to risk the squeezing to death of a small and 
struggling segment of industry. 
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It was put this way by G. P. St. Clair, Chief of the Division of 
Financial and Administrative Research, United States Bureau of 


Public Roads: 


Prohibitive tax rates, designed to discourage the use of heavy vehicles, offer 
no solution to the highway tax problem. What we seek is not revenge, but 
revenue, * * * 

There are broad claims that have been made by proponents of 
differential tax rates which should be answered directly. 

It has been suggested, in effect, that trucks will be the only vehicles 
using the interstate highway system, or that only a small number of 
passenger cars will use it. 

The fallacy of this suggestion is obvious from the experience on the 
toll roads. Passenger cars constitute 83 percent of all the motor 
vehicles registered in this country. They are just as large a per- 
centage of the vehicles using the turnpikes. 

Automobiles are the following percentages of total vehicles on the 
turnpikes : 


Percent 
Cr aici ah rc entitled apt eel ase Beer us O44 
Maine Tia Be) ee ho eee Re 83.8 
Deer Oh. 5 UPUNIIG. 29511 22s) Us) es a io So eu ee 91.5 
DUN. WIE os ee ole OU Soe ee Le 78.0 
Okiamomia: "Tureige sisi ee a Lip rigs ee tie Ts eee 91.8 
eI rd 5 ccoccsieppiccrsnantoptiancetbounenenincmeannineiesieniammeaiebiains 81.8 


Let’s not forget that both passenger cars and trucks which do use 
it will be paying and generating large sums in State taxes which will 
be used to improve other roads and streets. And let’s not forget that 
45 percent of the expenditure for the Interstate System will be spent 
in and around metropolitan areas. 

It has been claimed that the Boggs bill would result in a shift of tax 
burden from trucks to passenger cars. The 314 million vehicles, which 
have been attacked constitute 6.2 percent of all registered motor 
vehicles and account for 10.2 percent of the mileage. These vehicles 
currently are paying 17.1 percent of the Federal automotive excise 
taxes. They will pay 29.3 percent of the increases under the Boggs 
bill. Conversely, passenger cars which constitute 83 percent of the 
registrations and account of 81 percent of the mileage are paying 76.9 
percent of the current Federal excise taxes. They will pay 60.6 per- 
cent of the increases provided in the Boggs bill. 

These facts scarcely support the charge that the provisions of the 
Boggs bill will result in a shift of the tax burden from the trucks to 
the passenger cars. 

In a brief press release issued yesterday, the American Automobile 
Association asserted that their argument for differential tax rates at 
the Federal level “is definitely in line with the practices followed in 
the 48 States where rate differentials exist.” They attempted to sum- 
marize the issue as follows: 

States require heavy vehicles to contribute more into State revenues than auto- 
motive fuel taxes. Simple justice requires that the Federal Government do the 
same when it embarks on an expanded road program financed by taxes which 
are a measure of road use. 

This is an astonishing statement. It does not even recognize that 
both the existing Federal tax structure and the increases contained 
in H. R. 9075 include taxes other than the fuel tax. 





86 HIGHWAY REVENUE ACT OF 1956 


It is not necessary to remind this committee that other taxes are 
involved. But we would like to reemphasize, in closing, that the Fed- 
eral fuel and rubber taxes, if H. R. 9075 is adopted, will result in a 
tax differential per mile of 4 to 1 by the large truck combination 
as compared with the passenger car, and that this ratio is as high 
as the ratio resulting from both the State taxes and the turnpike tolls. 

The Cuarman,. Does that complete your statement ? 

Mr. BresNAHAN. Except, with your permission, I would like to offer 
this exhibit, which I believe has been given to each of you. 

The Cuatrman. All right. Just pass it around to the individual 
members and submit it to the clerk for determination as to whether it 
is to go into the record or not. 

(The exhibit referred to follows:) 


A comparison of the provisions and yield of Federal automotive excise tares 
proposed under the Fallon bill, H. R. 7474, and the Boggs bill, H. R. 9075 


FALLON BILL (H. R. 7474) 


Tmeredac of 1 cent th wee thts os ec ee $9, 281, 000, 000 
Tnerease of 2 coubs im: Winer) tS sik cine dict ein el 512, 000, 000 
Increase of 10 cents per pound on large truck tires_________-__-- 1, 075, 000, 000 
Increase of 6 cents per pound on tubes for large tires 52, 000, 000 
Increase of 3 cents per pound on small truck tires 
New tax of 15 cents per pound on camelback, 6-inch crown and 

395, 000, 000: 
Increase of 2 percent in tax on new trucks, buses, and trailers__ 928, 000, 000 


Total 15-year, 10-month basis (with exemptions as pro- 
vided in H. R. 7474) 12, 426, 000, 000 


BOGGS BILL (H. R. 9075) 


Tnowenes of 3 eent in -Gipehl CES... 2ticcecer sentient 
Increase of 1 cent on special motor fuel 

Increase of 3 cents per pound on all tires______----------------- 
New tax of 3 cents per pound on all camelback 

increase of 2 percent in tax on new trucks, buses, and trailers__- 


Total on 15-year basis (exemption estimated) 12, 000, 000, 000 
Nore.—On 15-year, 10-month basis H. R. 9075 would yield $12,666,000,000. 
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The Cuarrman. Are there any questions ? 

Mr. Saptax. Mr. Chairman, one question. 

Mr. Bresnahan, you have mentioned on page 13 the number of 
trucks we have in our States, giving that figure as 9,412,000 trucks of 
all kinds. And then on a subsequent page, page 14, you say that 
passenger cars constitute 83 percent of all the motor vehicles regis- 
tered in this country. I wanted to have that differentiation, because 
I wanted to ask you this one question. 

Yesterday, when Secretary Humphrey was before the committee, 
he assumed on his calculations there would be an $8 billion deficit 
in this program, and he mentioned some suggestions as possible sources 
of additional revenue. And one of them was this: that registration 
fees at $1 per thousand pounds of weight on passenger automobiles 
would bring in an estimated $3 billion. And the same tax on trucks 
and buses registered for highway use would bring in $11, billion; half 
of that for passenger cars. 

I would assume, then, from the statement you have just made, that 
you would be unalterably opposed to this source of additional revenue. 

Mr. BresnaHAn. Yes,sir. We believe the present Boggs bill, adding 
$12 billion, over and above the taxes which already are paid by motor 
vehicle owners, and which are adequate to do this job, if they could all 
be applied, is as high as you should go. 

r. Saptak. I wanted to determine the number of trucks and pas- 
senger cars. And the point you are making is that you are again being 
taxed more on the weight basis than the ordinary passenger car? 

Mr. BresNAHAN. Yes; of course, we are in the States, Mr. Sadlak, 
and that is primarily what the advocates on the other side point to in 
trying to justify differentials here at the Federal level. But the 
rubber tax automatically applies differentials against the large truck, 
even at the same tax rate as these other State taxes do when they 
are added to the fuel tax. 

Mr. Saptak. That is all, Mr. Chairman. 

The Cuarrman. All right. We thank you for your appearance. 
Can you be here this afternoon, in case other questions are desired 
to be asked ? 

Mr. BresNanan. Surely. 

The Cuarrman. The committee stands adjourned until 2 o’clock. 

(The following letter was later received for the record :) 


AMERICAN TRUCKING ASSOCIATIONS INc., 
Washington, D. C., February 24, 1956. 
Hon. JERE COOPER, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington, D. C. 


My Dear CHAIRMAN Cooper: In compliance with the suggestion you made at 
the close of the hearings on H. R. 9057, we would appreciate your placing this 
letter in the record. 

In view of our firm belief in the soundness, consistency, and justice of our 
position we unhesitatingly appeared among the first witnesses before your com- 
mittee in its consideration of H. R. 9075, which we supported. 

Those who advocate even higher truck taxes appeared much later and had 
plenty of time to prepare and offer a rebuttal. It must be apparent to members 
of the committee that they completely failed to do so. 

We pointed out that the trucks under attack, constituting 6.2 percent of all 
motor vehicles, currently are paying 17.1 percent of the Federal automotive 
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excise taxes; that they will pay 29.3 percent of the increases under the Boggs 
bill, and that this scarcely represents a shift in the tax burden from trucks to 
passenger cars. No effort was made to refute this, 

Answering suggestions that passenger cars would not use the proposed road 
system we cited the facts with respect to passenger car use of existing turnpikes 
and pointed out that 47 percent of the expenditures for the expanded highway 
program would be in and around metropolitan areas. No eifort was made to 
refute this. 

We pointed out that the Boggs bill would increase the yearly taxpayments on 
a popular-priced automobile, in its typical operation, by $6.42, while upping the 
tax burden on a typically operated 2-axle truck $64.69; on a 3-axle truck by 
$139.51; on a 4axle truck $261.55; on a 5-axle truck $325.66; and on a 6-axle 
truck $385.50. No effort was made to refute this. 

We pointed out that across-the-board Federal taxes resulted in a taxpayment 
per mile operated for a typical large truck that is four times as much as the 
average passenger car. No effort was made to refute this. 

We pointed out that the existing State taxes, which our opponents continually 
cited as justification for higher Federal taxes on trucks, also result in a taxpay- 
ment by large trucks that is 4 to 1 per mile as compared with the average pas- 
senger car. No effort was made to refute this. 

We pointed out that tolls on the turnpikes, which our opponents attempted 
to use as justification for higher truck taxes, actually result in a payment by 
the larger vehicles of 4 to 1 per mile as compared with passenger cars. No effort 
was made to refute this. 

We pointed out that references to alleged savings as a result of a new highway 
system of ostensibly 4 cents a mile for large trucks as compared to 1 cent a mile 
for passenger cars could hardly be an argument against across-the-board taxes 
which would result in a taxpayment ratio of 4to1. No effort was made to refute 
this. 

In connection with the alleged savings resulting from the improved highway 
system we pointed out that references to large savings to commercial vehicles 
based their estimates on savings in time, or hours of operation. This, we pointed 
out, represented a highly fictitious saving to the commercial operator as over- 
the-road labor contracts are on a trip basis so that the labor cost to the motor 
carrier remains the same regardless of any savings in actual running time of the 
vehicle. No effort was made to refute this. 

We pointed out that although application of the same rate of tax on diesel fuel 
is advantageous to the small minority of diesel trucks because they obtain more 
miles to the gallon than comparable gasoline units, this is offset by the fact that 
all of the other Federal excise taxes (on new equipment, tires, parts, and acces- 
sories) work to the significant disadvantage of the diesel truck, No effort was 
made to refute this. 

We pointed out that the proponents of higher truck taxes invariably rely upon 
the gross-ton-mile theory of making comparisons and they did so at the hearings 
before your committee. We pointed out that this theory of highway taxation 
had been condemned as fallacious in unmistakable language by the outstanding 
authorities in field of highway taxation, including the Federal Coordinator of 
Transportation and the United States Bureau of Public Roads. No effort was 
made to refute this. 

In fact, the Bureau of Public Roads virtually was accused of withholding vital 
evidence from the committee by the American Automobile Association and a 
spokesman for the State of Ohio. The Bureau should be commended and not 
condemned for refusing to be a transmission belt for so-called State studies which 
it knows to be fallacious and erroneous. It is a matter of record that these 
State studies, where they do exist, rely almost wholly on the ton-mile method 
of tax comparison and of determining highway cost responsibility. In official 
testimony before a congressional committee and later reproduced as an official 
document, the Bureau of Public Roads has clearly pointed out the fallaciousness 
of the ton-mile theory. The Bureau's arguments were concluded with the fol- 
lowing statement: “There can be no pretense that the gross-ton-mile analysis 
produces an accurate appraisal of the costs occasioned by vehicles of different 
sizes and weights.” No effort was made to refute the Bureau of Public Roads’ 
repeated condemnation of the ton-mile theory. 

We submit that our opponents have relied entirely upon emotional appeal and 
impressionistic generalities and have been unwilling and unable to deal in facts. 
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We laid the facts before you at the very outset, and if they could be challenged, 
they would have been challenged. 
We sincerely appreciate the fair treatment accorded our industry during 


the hearings. 
Respectfully submitted. 
JoHN V. LAWRENCE, Managing Director. 


(Whereupon, at 12:05 p. m., a recess was taken until 2 p. m.) 
AFTERNOON SESSION 


The Cuarrman. The committee will be in order. 

The next witness is the Honorable Brady Gentry. 

Come forward, please, Mr. Gentry. 

Of course, we know you very pleasantly as our colleague in the 
House of Representatives, but please follow the usual custom and 
give your name and address and the capacity in which you appear for 
the record. 


STATEMENT OF HON. BRADY GENTRY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Gentry. My name is Brady Gentry. My address is 137 House 
Office Building. 

The CHarrman. All right, you are recognized, Mr. Gentry. You 
may proceed. 

Mr. Gentry. Mr. Chairman and gentlemen of the committee, the 
total expenditure for highway construction and maintenance by the 
States and their subdivisions since 1920 is $8814 billion. Of this 
amount, the Federal Government, with the exception of WPA and 
PWA, contributed less than $9 billion, or approximately 10 percent. 

The Clay Highway Advisory Committee recommended that $25 
billion be expended by the Federal Government on 40,000 miles of 
main highways, contracts to be let within 10 years and construction 
concluded in 12 years. The Fallon bill proposes to contract the $25 
billion within 13 years and conclude the construction in 15 years. 

Together with regular Federal aid, as also proposed in the Fallon 
bill, the total Federal constribution to highways within the next 15- 
year period would approximate $38 billion. But, during that same 
15-year period, the States, counties and cities will expend in the con- 
struction and maintenance of highways, in funds raised by them, the 
sum of $106 billion. 

The enactment of proposed road legislation by this Congress would 
mean the expenditure through congressional action of an average of 
slightly more than $214 billion yearly for the next 15 years instead 
of the ‘approximately $700 million average expended during the last 
2 or 3 years, stepping up highway expenditures about $1,800 million 
yearly for a limited period. As a direct comparison, the Federal 
Government would expend $38 billion in the next 15 years on high- 
ways as compared to an expenditure of $9 billion in the last 35 years. 

Your committee, Mr. Chairman, is therefore confronted wit! the 
problem of proposing necessary revenues under an entirely new con- 
cept of Federal highway aid, provided it believes such a highway pro- 
gram orate. 

3749-—56—_7 
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Possibly I should say in the beginning that in answer to questions 
asked by me in a Public Works Committee hearing last week Secre- 
tary of Commerce Weeks, Public Roads Commissioner Curtis, State 
Highway Officials President Whitton of Missouri, and all other high- 
way officials present, each testified individually and separately that if 
he positively knew our country would never be engaged in another 
war his testimony would be that it is absolutely vital to our country 
and its economic future to enact the proposed road program and im- 
mediately commence its construction. So, it is a road program that 
is proposed instead of a defense program, although its proponents 
justifiably say it would be highly important if we should again engage 
in warfare. 

It is my opinion that the various classes of highway users should pay 
for highway construction in joint proportion to what their particular 
use does in damage to the highways and the ratio of benefits which 
they will receive from the highways. 

It is universally considered that our country has the world’s most 
eminent authority on roads. Mr. Thomas H. MacDonald, as a young 
man just out of college, became the State of Iowa’s first State highway 
engineer. After a few years in that position he became an employee 
of the Federal Bureau of Public Roads and very soon thereafter be- 
came the head of that department, a position from which he retired 
only 3 years ago. 

In 1949, Mr. MacDonald, after a lifetime of rich and varied experi- 
ence in all phases of the highway industry, said in a prepared state- 
ment: 

Specifically, we are overloading our highways in their traffic volume capacity 
and in their structural capacity * * * the results are so costly both to individ- 
uals and the public, that they total a disgraceful and extravagant waste in the 
Nation’s true economy. 

With the marked increase in heavy loads since the end of the war, the damage 
has become even more alarming. Damage has occurred on all types of high-type 
pavements. Bituminous pavements are made rough and rutted. Excessive 
pressures shove and knead the surfaces out of shape. Concrete pavements are 
subjected to pumping at joints, followed by rapid deterioration of the whole 
site. * > * 

There is conclusive evidence that this damage is caused by heavy wheel 
loads * * *. This matter has been the subject of serious study of practically 
every research agency, and they all reach the same conclusion—the damage 
eccurs Only on pavements subjected to frequent heavy wheel loads and par- 
ticularly overloads * * *. 

And, then, testifying before a subcommittee of the Senate Commit- 
tee on Interstate and Foreign Commerce 1 vear later, he summed up 
his appraisal of the problem of wanton and unnecessary road destruc- 
tion in the following words: 

The evidence of serions road damage caused by excessively heavy axle loads is 
now abundant and irrefutable. 

What did these statements of Mr. MacDonald’s actually mean? His 
wealth of experience had given hima great store of personal knowledge 
of the subject. But, his testimony carried a much greater implication 
than that. He was also testifying to the facts that had been developed 
by an outstanding department of the Government through more than 
a quarter of a century of intimate contact with the problem of excessive 
road damage in all parts of our country caused by the heavy, com- 
mercial vehicle. 
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How may we classify the users of the highways? First, we have 
the 52 million automobiles with an average axle load of only 1 ton. 
Next we have the 9 million small, light trucks mostly with either 
one-half or 114-ton capacities. So far as their occupancy of the high- 
way is concerned their characteristics conform greatly to that of the 
automobile. Then there are the 700,000 commercial trucks of from 
more than 20,000 pounds up to a w eight of 86,000 pounds. The 52 
million automobiles and 9 million small, light trucks may be generally 
classified together but the heavy commercial trucks present a most 
serious problem with regard to taxation that merits the earnest con- 
cern of this committee. 

These 700,000 commercial trucks, comprising only 114 percent of 
our motor vehicles but monopolizing a large share of ai. country’s 
most important highways, not only congest ‘them and make motor ing 
an onerous and hazardous undertaking for the other more than (0 
million motorists, they are the very vehicles which Mr. MacDonald 
pointed out as causing the destruction of our roadways. To a real 
and very great extent the operation of these freight trains on the 
highways have made necessary the very highway ‘legis lation which 
the commercial truckers are given credit for hav ing defeated last year, 
a defeat to which they actually contributed but little. Several factors 

‘aused that result, one of which was a rather general feeling that the 
Ways and Means Committee should have submitted the financial 
provision. 

The statement that a motor fuel tax alone is a completely inade- 
quate measure of road use for the motor vehicle is true. Why?! Pas- 
senger cars do not obtain the ton-miles of highway use per gallon 
of gas as do trucks because they normally operate with only a small 
percentage of average horsepower, whereas commercial trucks nor- 
mally operate at around 70 percent of average horsepower. Most 
automobiles have great reserve power for quick starting, fast accel- 

eration, and hill-climbing ability, but at a sacrifice of ton-miles econ- 
omy. The completely opposite condition with respect to the heavy 
truck results in its being slnaaiich and contributes to tieups and traffic 
congestion, especially on hills. While effecting economy in the oper- 
ation of the truck, it greatly penalizes all other traffic on our highways. 
The result of the difference in engine characteristics is that a gallon 
of gasoline will carry an average 2-ton automobile a distance of 16 
miles, a highway use of only 32 ton-miles, while the average commer- 
cial truck of 35 tons will travel a distance of 4 miles on a gallon of 
gas, thus obtaining a total highway use of 140 ton-miles, or more than 
4 times the number realized by the automobile. This definitely means 
that on a gas tax alone, a commercial truck will pay less than one- 
fourth as much tax to get the same ton-miles of highway use as an 
automobile will have to pay. 

But the fact that the commercial truck gets more than four times 
as many ton-miles from a gallon of gas than does an automobile is 
only one of the great disparities which show the need for a differential 
tax being applied to the heavy truck. The amount of weight on the 
axle is what destroys a fine highway and while the average automobile 
has an axleload of 1 ton for each of 2 axles, the heavy commercial 
truck has an axleload average of approximately 18,000 pounds for each 
of any number of axles up to 5. In some States a single axle carries 
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as much as 22,400 pounds. While the average automobile weighs only 
2 tons, the 3 to 5 axle trucks weigh from 20,000 to 86,000 pounds. 7 
addition, the average automobile travels less than 10,000 miles 
year while the average commercial truck travels more than 50,000 ‘ites 
yearly, and many of them travel more than 100,000 miles. 

The owners of the more than 50 million automobiles of our oe 
which average 2 tons in weight as compared to the commercial truck 
average of 50,000 pounds or more, which travel an average of less dua 
10,000 miles onan as compared to the commercial truck’s average 
of more than 50 000 miles, which have an average axleload of less than 
1 ton for each of 2 axles while the commercial truck has an av erage 
axleload of 16,000 to 18,000 pounds for its 3 to 5 axles, most certainly 
have a tremendously great interest in the user taxes to be imposed in 
this bill, provided the Federal Government is to embark for the first 
time in its history in large scale Federal aid to the States for highway 
construction. 

if there is to be a gas tax of 3 cents related to Federal aid for high- 
ways, the great disparity such a levy will create between the automobile 
and light-truck owners on one side and the commercial-truck owners 
on the other, especially when the additional disparity of axleload 
weight is also considered, certainly should be equalized by a sub- 
stantial levy of some character. 

It is my opinion that it can be said for the Fallon bill, as it came 
to the floor of the House last session, that it not only represented fiscal 
responsibility, its user tax approximated equity as between users 
groups. Even granting that the finance section came from the wrong 
committee, it was a good one. If there was injustice in its tax provi- 
sion, it was against the 60 million automobile and light-truck owners 
and not against the big, commercial tractor-trailer operator. The 
40,000- to 80,000-pound trucks have seldom paid, even in the 48 States 
where the need for a differential tax is realized and consistently ap- 
plied, a tax commensurate with their use of the highways, their dam- 
age to the highways, the congestion they create on ‘the highw ays, and 
the great losses their relatively small number visit on ‘the general 
motoring public. As they continue to multiply, and especially if 
they become higher, wider, longer, and heavier, for all of which their 
lobby continually applies increasing pressure in State after State, 
they will make it absolutely impossible to ever realize the modern 
highway system that is so greatly needed by the motoring public. 
It is only natural to object to taxes, regardless of the advantages 
they may bring, provided it is felt that others may be made to pay 
them. But, there seems little doubt that the trucking industry might 
have paid their portion of the taxes imposed by the Fallon bill and 
still have made more profits than it will realize from the continued 
use of our present congested, time-consuming, and highly inadequate 
arterial] highways. 

Do we have the evidence to prove this last statement? I believe 
it can be proven from the mouth of one of their chief spokesmen. 
After the plan was unfolded to reconstruct the 40,000 miles of Inter- 
state System and there had been sufficient time to study it, Kar] Rich- 
ards, head of the motortruck division of the Automobile Manufac- 
turers Association and secretary of the highway policy committee 
of that association, made an address in New York City at which the 
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members of the Switzerland Road Planning Commission were special 
guests. 


Among other things said by Mr. Richards was the following: 


Our people spend over $50 billion yearly for motor transport services, which 
account for about 90 percent of all passenger miles of travel in the Nation, 
77 percent of all freight tonnage moved in domestic transport and 15 percent 
of freight ton-miles. 


At AMA we made a study in 1953 of the cost penalty to motorists alone result- 
ing from traffic accidents and road congestions that road improvements would 
eliminate. We found the yearly cost penalty to exceed $3 billion—and this cost 
penalty keeps rising 3 to 4 percent higher each year, because our traffic keeps 
increasing by that amount. 

Of this cost penalty, more than two-thirds is concentrated on what we call 
our national system of interstate highways, which, improved, will carry over 
20 percent of all United States traffic. 

What is Mr. Richards saying here? First, he is saying that the 
commercial trucking and bus ‘industries, virtually new industries, 
by the way, have an income of $50 billion yearly. He is also saying 
that the lésses occurring on the 40.000 miles of the Interstate System 
togay which modernization would correct amount to approximately 

$2.500 million yearly. Now, how much of this amount does Mr. 
Richards tell you would be saved by the commercial truckers using 
the Interstate System? Mr. Richards continues: 


For commercial vehicles with paid drivers, we computed a time saving for 
reduction of traffic delays using a very conservative value of $2 per hour for 
the time saved—which actually is far less than the true value of this saving. 

We found that trucks could average 35 miles an hour on urban interstate 
routes, compared to present interstate averages of about 20 miles an hour, 
and on rural interstate routes could average 40 miles per hour compared with 
30 miles per hour today. This meant that trucking which now involves 1.2 
billion yearly travel-hours could be done in 750 million hours, or a saving of 
$900 million yearly. 


Finally we checked gasoline, brake and tire economy that could be expected 
from the improved roadways. To be conservative, we computed no gasoline 
economy for passenger cars on rural sections but for trucks the saving was 30 
gallons per thousand miles. On urban freeways the overall vehicle saving in 
gasoline, brake and tire economy was found to be $12.50 per thousand miles, and 
on other urban interstate routes the saving was about $4 per thousand miles. 
A total rural and urban savings in gasoline, brake and tire economy was $550 
million yearly. 

Mr. Richards, a man of integrity and ability, is interested in the 
trucking industry and he is detailing here the actual statistics showing 
how much it will save yearly by the construction of the Interstate 
System as a means of justifying the highway program. And, how 
much will it save? The answer is $1 450 million each year even 
without giving consideration to deaths, injuries and property damage 
due to accidents. How much yearly did the Fallon financial provision 
levy in additional taxes against the commercial trucker? Only $220 
million. And, once the roads are constructed the great losses detailed 
by Mr. Rie chards as now being suffered by the truckers will stop and 
the need for the tax will have ended. Was not the tax provision of 
the Fallon bill therefore eminently fair? Should this committee 
report a bill which would collect less from the trucking industry as 
their fair share of taxes to help provide such a program? It certainly 
would seem not. 

Now, let’s approach this problem from still another standpoint. 
The average automobile weighs 2 tons and it travels 10,000 miles 
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per year. It therefore obtains 20,000 ton-miles of highway use yearly. 
The 36-ton truck averages traveling 50,000 miles per year, thereb 
obtaining 1,800,000 ton-miles from the highways or 90 times as each 
as the average automobile. Does the truck do only 90 times the amount 
of road damage? No, it does many times more than 90 times the road 
damage because it applies weight to the angry in an axleload that 
may be as high as 22,400 ic on each axle, as opposed to an appli- 
cation of only 1 ton per axle by an automobile. 

How much gasoline tax will the truck pay? Will it be 90 times 
asmuch? No, it will be only 21 times as much oes the truck obtains 
more than 4 times as many ton-miles road use per gallon of gas. 

While it is hardly conceivable that the automobile’s only 1-ton-per- 
axle load could ever do more than negligible wear to really fine high- 
ways, the 36-ton truck, with his concentrated and very heavy axleload, 
will do just what Mr. MacDonald said. What did Mr. MacDonald 
say? His words were: 

The evidence of serious road damage caused by excessively heavy axleloads 

is now abundant and irrefutable. 
And, remember that every axle on a commercial truck in excess of 
18,000 pounds is there solely because a truck lobby was able to in- 
fluence a State legislature to raise its axleload limit in direct opposi- 
tion to the definite conviction and recommendation of all the officials 
of the Bureau of Public Roads and practically all the officials of the 
State highway departments that the highways could not withstand 
such axleloads and that the use of such axleloads would unduly destroy 
them. 

A 70,000 pound tractor-trailer combination truck, with an average 
pay load of 53,000 pounds, traveling the commercial truck average of 
00,000 miles per year, will use approximately 12,500 gallons of gas. 
A 3-cent gas tax would cost him only $375, less than $1.05 per day. 
Yet, an automobile, or automobiles, traveling a sufficient number of 
miles to get identically the same number of ton-miles highway use 
would pay more than $1,600 in gasoline taxes. Would the automo- 
bile, or automobiles, effect as much damage to the highway as a big 
truck? The damage by the big truck to the highways would be many 
times as much because of his concentrated, very heavy axleload, re- 
gardless of the fact that he is paying in gasoline taxes less than one- 
fourth as much. 

Unless this situation is corrected by the levying of an equalizing 
or differential tax on the heavy commercial truck it will constitute a 
glaring inequity against the 61 million automobiles and light truck 
owners of our country. It will mean that they will pay more than 
their share of taxes to build the Interstate System and that the com- 
mercial truckers will pay less than their share. 

It cannot be denied that the big trucker has flaunted the findings of 
the highway administrators of the Bureau of Public Roads and of 
practically all of the States with reference to the axle weights and 
gross weights which our highways can reasonably withstand. He has 
consistently refused to be guided by the recommendations of the 
American Association of State Highway Officials which establishes 
standards solely in the interest of the preservation of our highways. 
With powerful lobbies he has pressured State legislatures into m- 
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creasing the gruss weight of his load, the weight of his axle, and 
the size of his truck even when highway administrators were pleading 
with him that his action could only result in inordinate damage to 
the Nation’s highways which they were trying to protect in order to 
serve both him and the great body of the motoring public. He has 
maintained this action without ceasing throughout the years. While 
this was going on, records in many courthouses throughout our coun- 
try were being made which attest the fact that he did not always 
abide by the laws which he could not change by the activities of his 
lobby. Naturally, his violations of weight and axleload limitations 
were causing highway destruction and needless economic loss to the 
motoring oni and to our country generally. 

What traffic on our highways will profit most in dollars and cents by 
the modernization of the Interstate System? Will it not be the 700,000 
commercial trucks, the vehicles Mr. MacDonald tells you have so 
yreatly contributed to the condition of our present highways? Now, 
let’s consider for a moment just why these savings to the commercial 
truckers, as set out by Mr. Richards, will come about. 

On most of today’s main roads there are many severe curves which 
cause traffic congestion and loss in speed. They will be conspicuously 
absent on the modernized roads. Today there are many severe grades 
which the commercial truck can travel only at a speed so slow that 
it ties up the great body of traffic, many times for great distances, 
and makes any effort to get around him both trying and hazardous. 
There will be no such grades on the new roads and the big truck can 
maintain his speed, thereby saving great loss of time. There are 
thousands of stoplights on our present main highways which also 
cause the trucker great loss of time because of his extremely slow 
acceleration after having to stop. There will be no stoplights on 
the new Interstate System. There are today thousands of main roads 
crossing our present interstate system at right angles. For the big 
trucker this also causes great loss of time, again because of his slow- 
ness in acceleration after stopping which, in turn, creates a hazard 
for the remaining traffic. There will be no crossing of main high- 
ways at grade on the new Interstate System. Today, most of our 
interstate highways are two-lane roads with opposing lanes of traffic 
separated by only a painted line. Because of the big truck’s extreme 
width, height, ak and great weight, he creates a hazard which 
results in decreased speed and a consequent loss in time and labor. 
Opposing traffic lanes will be divided in the modernized system and 
again to the great advantage of the big truck. On our present main 
roads traffic is fed into it from every house, every lane, every roadside 
stand, every side road, and from both sides of the highway. These 
dangerous factors will not be present on the modernized highways. 
They will have very limited access and the occasional entrance will 
feed traffic in a manner that will neither create a hazard nor slow 
the main traffic stream. The simple recital of these improvements, 
particularly as they improve the movement of the heavy, commercial 
vehicle, shows why the savings to the trucking industry as recited by 
Mr. Richards have so much authenticity. ; 

The commercial trucker carries 77 percent of all freight tonnage 
moved in domestic transport today but only 15 percent of freight 
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ton-miles almost solely because he does not have the kind of highways 
which this legislation ‘would build. The really long and heavy haul is 
difficult for him not because of any limitations in his tractor-trailer 
combination vehicle, but solely because of his own physical limitations 
and the limitations of the roads which he now uses. The modernized 
Interstate System will greatly extend his horizon. He can then travel 
from the Canadian border to the gulf without one stoplight, without 
one grade of consequence, without one severe curve, without either cross 
or opposing lanes of traffic, and without molestation in the use of 
the highway’s outer lane which, in his immediate vicinity, will always 
be his private province. Ifthe Federal Government is to now embark 
upon an entirely new concept of highway aid in order to help provide 
roads of astronomical cost, it is my opinion the facts justify that a 
realistic and equitable tax be applied to the commercial trucking 
industry which, to a remarkable degree, makes such roads a necessity. 

In 1953 the committee on highways, canals, and revenues of the 
Legislature of the State of New York reported as follows to the 
legislature : 


* * * The great need and pressing demand for extraordinary highways stems 
from the costly requirements of rapidly increasing numbers and mileage of 
heavy commercial vehicles * * *., 

The highway transportation industry * * * has consistently resisted nearly 
every conceivable type of highway taxation, although it hypothetically and 
piously continues to assert a willingness to pay increased taxes if they are 
“equitable.” Almost invariably this means some other tax than the one or the 
ones under consideration. The sole tax the industry has supported in any 
degree is the gas tax, since the major share of this tax would be paid by 
passenger cars and light vehicles * * * 


Then in 1955 another and similar legislative highway committee 


reported to the succeeding legislature as follows: 


Thus we find that, under the auspices of a parent organization, simultaneously 
they fight the weight distance tax in New York, gross receipts taxes in Virginia. 
registration fees in Illinois, axle-mile taxes in Ohio, and ton-mile taxes in Kansas. 
In one breath they assail the use of averages in formulating arbitrary charges 
that are easy to collect and administer, and in the next they contend self-assessed 
tax methods geared to the actual operation of the vehicle are impractical and 
costly because “there is a constant game of cops and robbers.” Every conceiv- 
able tax exacted primarily from the truckers has been taken to court on charges 
of unconstitutionality. 


Impassioned statements to the contrary it must be concluded that no tax is 
acceptable to them except as a temporary measure to get rid of the one at hand. 
On all sides they are busily divising alternate tax plans to supplant whichever 
one exists. 

These reports indeed are similar to those that might be made in 
many State legislatures and they are in fact similar to others that have 
been made. 

If this committee is to propose the collection of large sums in taxes 
for highway construction it will run counter to the uniform practice of 
each of the 48 States if it does not provide a differential tax on the 
heavy commercial vehicle to compensate for the inequities a gas tax 
only would inflict on 61 million automobile and light-truck owners. 

Thank you. 

The Cuarrman. Does that complete your statement, Mr. Gentry ? 

Mr. Genrry. It does. 

The Cramman. We thank you for your appearance and the very 
helpful information you have given the committee. 





“eee 


it A eat ITEC arease 1 


ce a 


i ke 


Oe 


HIGHWAY REVENUE ACT OF 1956 99 


Are there any questions? 

If not, thank you very much Mr. Gentry. 

Is Mr. Bresnahan here? 

I will just state to the committee we completed Mr. Bresnahan’s 
statement before we recessed at noon, and I asked him to return at 2 
o’clock so that, if any member of the committee who was not present at 
that time desired to ask any questions, he would have an opportunity 
to do so. 

Are there any questions of this gentleman ? 

If not, we again thank you for your appearance and the informa- 
tion given the committee, and you may be excused as you desire. 

The next witness on the calendar is Mr. Jack G. Scott. 

Is Mr. Scott here? 

Will you please give your name and address and the capacity in 
which you appear for the record. 


STATEMENT OF JACK GARRETT SCOTT, GENERAL COUNSEL, 
NATIONAL ASSOCIATION OF MOTOR BUS OPERATORS 


Mr. Scorr. Mr. Chairman, my name is Jack Garrett Scott. I am 
general counsel for the National Association of Motor Bus Operators 
which is the national trade association for the intercity motor-bus 
industry. Our association represents, directly or through State asso- 
ciations, some 1,000 companies who provide the vast majority of inter- 
city or interurban transportation by motor bus. 

As a relatively small but important group of users of the Nation’s 
highways, we have expressed vigorous support of a program designed 
to provide urgently needed improvements to our highway system. We 
have joined with 10 other important highway transportation organi- 
zations in a statement to this effect. A copy of that letter is attached 
to my statement. Since copies have already been furnished to all 
Members of the Congress, I shall not impose upon the time of the com- 
mittee to read it. However, this statement supports the basic principles 
of a highway program as outlined in the Gore bill passed by the 
Senate during the last session and as outlined in H. R. 8836 now under 
study by the House Committee on Public Works. 

(The statement referred to follows :) 


STATEMENT OF HIGHWAY TRANSPORTATION ORGANIZATIONS ON URGENT NEED FOR 
EXPANDED FEDERAL STATE HIGHWAY PROGRAM 


We, the undersigned representatives of organizations constituting millions of 
members, agree on the following statement: 

It is our firm conviction that the economic development of the United States 
and the national defense are directly tied to adequate highways that provide 
safe and efficient movement of persons and the products of the Nation’s farms 
and factories. 

Highway development has fallen so far behind that we are face to face with 
a highway emergency. 

The realities of the situation make it imperative that the Federal Government 
speed up considerably its financial participation in the Federal-aid highway con- 
struction program. This increasing Federal concern applies especially to the 
Interstate System. But provision must be made to meet adequately the urgent 
needs on the other Federal-aid systems including primary highways, secondary 
and farm-to-market roads, as well as in cities. 

The Interstate System is of vital national importance to interstate commerce 
and national defense. Therefore, at least 90 percent of the cost of its improve 
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ment should be borne by the Federal Government. Completion of the entire inter- 
state system should be authorized within a period not exceeding 15 years, and 
preferably within 10 to 12 years. 

Federal funds for the other systems should continue to be matched by the 
States on the same 50-50 basis as at present. Increased financial participation 
by the Federal Government should not encroach upon the States’ traditional re- 
sponsibilities and controls. 

Members of the Congress, as well as the administration, have made it clear 
that additional revenues will be necessary to finance such an expanded program. 
We will support legislation designed to raise such additional revenue as may 
be necessary to achieve an expanded highway program, provided such tax leg- 
islation is equitably applied so as not to place an undue burden on any segment 
of highway transportation. 

These views in common, expressed by highway users and affiliated highway 
transportation groups, are hereby released publicly with the conviction that early 
action is urgently needed to meet this vital problem. 

John V. Lawrence, Managing Director, American Trucking Associa- 
tions, Inc.; Robert C. Hibben, Executive Secretary, International 
Association of Ice Cream Manufacturers; Benjamin F. Castle, 
Executive Vice President, Milk Industry Foundation; Arthur M. 
Hill, President, National Association of Motor Bus Operators; 
Herschel D. Newsom, Master, National Grange; P. M. Talbott, 
President, National Retail Dry Goods Association; Warren B. 
Bledsoe, President, National Rural Letter Carriers Association ; 
Vincent P. Ahearn, Executive Secretary, National Sand & Gravel 
Association; Ross R. Ormsby, President, Rubber Manufacturers 
Association; John B. Hulse, Managing Director, Truck-Trailer 
Manufacturers Association ; C. W. Kitchen, Executive Vice Presi- 
dent, United Fresh Fruit & Vegetable Association. 

JANUARY 24, 1956. F 


Mr. Scorr. I should like to quote one paragraph from the appended 
statement: 


Members of the Congress, as well as the administration, have made it clear 
that additional revenues will be necessary to finance such an expanded program. 
We will support legislation designed to raise such additional revenue as may 
be necessary to achieve an expanded highway program, provided such tax legis- 
lation is equitably applied so as not to place an undue burden on any segment 


of highway transportation. 

A review of the revenue provisions set forth in H. R. 9075, the 
Highway Revenue Act of 1956, shows them to be in accord with our 
position as stated in the paragraph which I have just quoted. 

As spokesman for the intercity bus industry, I feel that I am duty- 
bound, however, to state to you that the additional taxes which would 
be imposed by H. R. 9075 would have a very severe impact upon our 
industry which, as a whole, is in a precarious financial situation. While 
it is true that intercity motorbuses transport a volume of passengers .- 
approximately two-fifths in excess of the number carried by rail coach 
(exclusive of commutation traffic), our industry is nevertheless pre- 
dominantly one of small businesses. Of the total intercity bus com- 
panies now required to report to the Interstate Commerce Commis- 
sion, nearly half have gross revenues of less than $50,000 a year. Only 
about one-fifth of these carriers have revenues of $200,000 or more 
annually. These are classified by the Interstate Commerce Commis- 
sion as class I carriers. 

Taken as a group, approximately 600 smaller carriers finished the 
year 1954 in the red. Out of 164 class I carriers, whose financial 
position might logically be expected to be more favorable than that 
of the smaller carriers, 71 or 48 percent incurred net. deficits in 1954. 
Another 45 of these carriers reported expenses as 95 percent of total 
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revenues. Thus, 70 percent of all the class I intercity motorbus 
companies have expense-revenue ratios which indicate that their 
financial condition falls considerably short of that which the Inter- 
state Commerce Commission has used as a guide in determining the 
reasonableness of fares. A 

It follows from the foregoing that the additional excise taxes which 
would be imposed by the enactment of H. R. 9075 would constitute 
a further serious burden on the intercity bus industry. Their ap- 
proximate effect would be to reduce net operating revenues by ap- 
proximately 10 percent and the effect on some four-fifths or more of 
all the carriers would be to increase further the existing operating 
deficit. Preliminary data for the first 9 months of 1955 show that 
there has been no improvement in this situation over 1954. 

It is estimated that there are approximately 40,000 communities 
in the United States which are entirely dependent upon buses for 
their only means of public intercity transportation. It would be 
unrealistic to ignore the probability that any increase whatever in 
tax burdens would put substantial numbers of carriers out of business 
and thus deprive many communities of this essential transportation 
facility. Even under present conditions, carriers are surrendering 
their operating certificates at an alarming rate. In New York State 
alone, for example, 37 companies, or about one-sixth of the total, have 
ceased operations during the last 3 years. 

The principal reasons for this situation are these: First in im- 
portance is the tremendous increase in the use of private automobiles, 
the impact of which falls most heavily on the short-haul carriers 
who are predominantly small companies and are in the worst finan- 
cial condition. The impact on the larger long-haul carriers is also 
important, however, because of the fact that, on many routes, neither 
the long-haul nor the short-haul traffic is sufficient by itself to cover 
expenses of operation. Consequently, the long-haul carriers must 
depend upon a combination of these two types of traffic to maintain 
operations, and they, too, are thus affected by the shift of short-haul 
traflic to the private automobile. 

An other important reason is the burden of State highway use 
taxes borne by all the carriers. The average intercity bus, if it were 
to operate exclusively within the boundaries of a single State, would 
be assessed an average of about $1,240 in State highway use taxes. 
But most intercity bus companies operate in more than one State and 
must, because of the economics of the business, carry interstate and 
intrastate passengers in the same vehicle. Consequently, some of our 
buses are assessed full registration fees in as many as eight States. In 
recognition of the inequity of this burden, and in an effort to permit 
maintenance of the essential service provided by the motorbus, a 
number of States have instituted plans which prorate registration 
fees among the several States through which a carrier operates, but 
the problem is still a pressing one. The New York State Legislature, 
realizing the essentiality of the service and the serious financial con- 
dition of the industry, is considering the elimination or reduction of 
the 214 percent gross revenue tax now assessed on bus operations. To 
this total of $1,240 per bus per year in State highway use taxes must 
be added another $485 in present Federal excise taxes on new vehicles, 
fuel and tires. 
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I set forth these facts for the purpose of demonstrating the inability 
of the intercity bus industry to absorb any additional taxload and con- 
tinue to maintain the essential service which it renders. Along with 
these facts it should be pointed out that the only recent Government- 
sponsored systematic study which has been made of the respective 
shares of highway costs properly allocated to the various groups of 
highway users shows that buses are already paying nearly 114 times 
their proper share. While this study, made by Virginia Poly rtechnic 
Institute at the request of officials of the Commonwealth of Virginia, 
refers only to that State, the findings are confirmed by studies con- 
ducted etsewhere. 

Despite this discouraging outlook, the intercity bus industry recog- 
nizes the need for highway improvements and for raising the funds 
with which to finance them. We can, therefore, only take the position 
that, despite existing conditions, the industry will do its best to meet 
the problems posed by the revenue provisions of H. R. 9075, recogniz- 
ing that some carriers will inevitably be put out of business and some 
communities will be deprived of service. 

It should be emphasized that any additional tax burden cannot, in 
the main, be passed on to our passengers for a variety of reasons, par- 
ticularly in the case of short-haul traffic. A rigid ceiling on fares is 
imposed by our principal competitor, the private automobile. This 
is so because the average automobile owner regards his costs primarily 
in terms of out-of- pocket outlays for gasoline, oil, and tires and fails 
to take into account the many other necessary expenses. On many 
long-haul routes, a ceiling on fares is imposed by existing rates for 
rail-coach travel which have not been increased at all in the northeast 
region since 1949; in the South a few railroads increased their fares 
in 1951, but have not changed them since. In the West only five rail- 
roads have increased their coach fares since March 1948. Thus rail- 
coach rates have remained close to 1950 levels despite an increase of 
60 percent in the rail passenger deficit which, of necessity, has been 
offset by increases in freight tariffs. Finally, since the motorbus 
furnishes the most economical form of intercity transportation, its 
business comes in large measure from the low-income groups who are 
least able to afford higher fares. 

One further point in connection with the schedule of excises pro- 
vided in H. R. 9075 should be noted. On the asumption that the pro- 
ceeds therefrom are to be devoted primarily to the improvement of the 
40,000-mile Interstate Highway System, the intercity bus industry is 
put in the position of being called upon to assume a share of the costs 
of facilities which, to a considerable degree, we will not be able to use. 
This is so because of the extent to which these improved highways are 
to be of the limited-aceess type. One of the principal advantages of 
bus service is its ability to pick up and discharge passengers at small 
villages and at points along the highway. 

In general this is impossible on limited-access highways either be- 

cause stops are necessarily prohibited or because such highways bypass 
many of the points at which passengers would wish to leave or board 
a bus. It is true that there are a few routes, such as the New Jersey 
and Pennsylvania Turnpikes, where the volume of bus traffic is suffi- 
cient to warrant the operation of express schedules over these high- 
ways for the convenience of through travelers and, at the same time, to 
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provide local service in separate vehicles over parallel highways that 
serve the many points bypassed by the express routes. This, however, 
is the exe eption and, in most cases, it is necessary to combine local and 
through traffic in the same vehicle in order to provide even minimum 
payloads. 

The experience of one of our carriers who operates between Tulsa 
and Oklahoma City illustrates this latter type of situation. During 
the 28 months prior to the opening of the Oklahoma Turnpike, this 
carrier, operating over local routes, received gross revenues averaging 
about $32,000 per month. In the 26 months following the opening 
of the turnpike gross revenues acruing from this route averaged about 
$25,000 per month. This decline resulted in large part from the fact 
that the carrier was required to operate some schedules over the turn- 
pike to provide a faster service for through passengers while other 
schedules were required to serve the communities along the old route. 
Neither of these types of traffic was sufficient to provide a break-even 
load factor. Thus, in addition to the decline in gross revenues, there 
was also an increase in operating costs due to the necessity of increas- 
ing the total number of schedules. A further factor, of course, was a 
substantial increase in the use of private automobiles, our principal 
competitor, which occurred after the turnpike was opened. 

The members of this committee who attended the meetings of the 
House Public Works Committee during the last session of the Congress 
at which I testified in connection with H. R. 7474 will recall that we 
expressed our opposition to the provisions of that bill. 

I wish to make it clear that our opposition in that instance was 
based on the fact that the tax schedule there proposed was discrimina- 
tory in respect of larger vehicles, including buses, particularly as to 
the higher rates imposed on diesel fuel and large tires. We wish to 
reiterate our opposition to any such proposals for a number of reasons. 
First, as I have already pointed out, impartial studies show that buses 
are already paying considerably more than their proper share of high- 
way costs; secondly, a higher rate of taxes on fuel: and tires is not 
justified as a general principle by virtue of the fact that the much 
greater rate of consumption of fuel and rubber per vehicle-mile auto- 
matically places a far heavier burden on large vehicles even when the 
same rate is applied across the board. W hile it is true that diesel- 
powered buses operate a somewhat greater number of miles per gallon 
than do gasoline-powered buses of comparable horsepower, the dif- 
ference amounts only to about one-third. Savings in this respect are 
substantially offset by the fact that diesel engines cost about $4,000 
more than gasolines engines of equal horsepower. Furthermore, re- 
cent improvements in gasoline engines, particularly higher compres- 
sion ratios and high fuel octane ratings, are rapidly decreasing the dif- 
ference between the respective rates of consumption. 

Such evidence as is available indicates that the maintenance costs 
for diesel-powered equipment: is little if any below that for gasoline 
buses. Further, the carriers have very substantial investments in 
specialized diesel maintenance equipment and parts which would give 
rise to serious losses if a discritmnatory tax on diesel fuel necessi- 
tated a reconversion to gasoline. The purpose of the conversion to 
diesel—at least one primary purpose—was based on an attempt to 
improve efficiency, and a discriminatory tax thereon actually would 
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have the effect of penalizing the carriers for their efforts. And, if I 
may interpolate, another very important reason, one of vital impor- 
tance to us in the bus industry, is the consideration of safety in the 
use of diesels. 

It might also be pointed out that each 1 cent of additional taxes 
on diesel fuel aia produce only a little more than $1 million an- 
nually from intercity bus operations. But, as I have pointed out, 
even this comparatively small additional cost would be disastrous to 
many of our smaller carriers and to the communities they serve. The 
same general reasoning is applicable to the matter of differential rates 
of taxes on large tires. As to the proposed increase of two percentage 
points in the taxes on new buses, we reiterate our former position, 
namely, that we raise no objection to it, for the reason that this charge 
would equate the rates for all types of motor vehicles. 

I note, Mr. Chairman, in your announcement of these hearings a 
request for suggestions as to additional sources of revenue. 

H. R. 8836 contains proposals for Federal expenditures on high- 
ways estimated to cost $35 billion over the next 15 years. Expendi- 
tures for such purposes out of general revenues at the current rate 
would account for about $13.5 billion over the next 15 years and it is 
estimated that H. R. 9075 would produce another $12 billion for a 
total of $25.5 billion. This leaves about $9.5 billion which must come 
out of general revenues. Thus about $630 million per year must be 
made available through increased taxes or by reductions in Federal 
outlays for other purposes. Whether such savings can be effected I 
am unable to say, but it seems highly doubtful in the light of the 
many urgent needs, some of which are already under consideration 
by the Congress. As to further tax revenues, I am firmly convinced 
that we have reached, if, indeed, we have not passed, reasonable limits. 
Total tax assessments now absorb a full 25 percent of our gross na- 
tional product. To cite but 1 of many extreme illustrations, the State 
and Federal taxes, at present rates in 1 State, now actually exceed 
the total cost of diesel fuel and nearly equal it in 4 others. In the 
light of these circumstances, and speaking as a citizen rather than 
as a representative of any group, it 1s my considered opinion that the 
proposed highway program should be scaled down to the level of 
anticipated revenues, that is, by about 25 percent, or, in the alterna- 
tive, projected over a period longer than the proposed 15 years. 

In conclusion, may I repeat our expression of earnest support for 
an improved highway program and our assurance that the intercity 
motor bus industry will devote its best efforts to adjusting to such 
revenue measures as the Congress may deem essential so long as the 
burden is equitably applied and does not place an undue proportion 
thereof on any segment of highway transportation. _ 

I appreciate the opportunity to appear before this committee, and 
hope that the members will provide me with an opportunity to sup- 
ply any other pertinent facts which may have been omitted from this 
statement. 

The Crateman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Keogh of New York will inquire. 

Mr. Kroen. I would like to ask, Mr. Scott, you at one time were in 
the executive branch of the Government; were you not? 
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Mr. Scorr. Yes, sir. I have been there in several capacities. 

Mr. Kreocu. Would you tell us what they were, please 

Mr. Scorr. My last one was Under Secretary of Commerce for 
Transportation, from May 1952 to January 1953. 

Mr. Kroon. Mr. Scott, I wonder if you have any views with respect 
to the question that was raised yesterday, as to the impact of this 
highway program on the budget. Some reference was made to that 
yesterday. 

Mr. Scorr. Yes, sir; Mr Keogh, I have. 

The impression I obtained from Secretary Humphrey’s statement 
was that if this program contemplated by the Boggs bill went through 
without some additional taxation there would immediately appear a 
deficit in the budget. 

Now I do not go along with that. For reasons that were brought 
out in the colloquy between Congressman Boggs and Congressman 
Fallon this morning, the amount of expenditures is not the same as the 
amount of money available for those expenditures in this field. Be- 
tween the time that amount of money is made available and the time 
that that money is contracted for there is a time lag of some consider- 
able amount. The National Highway Users Conference made a study 
which discloses that certainly at least until the end of fiscal 1960 the 
amount of money provided under the Boggs bill would greatly ex- 
ceed the amount of commitments for highway construction that could 
possibly be made. Those figures are based upon the estimate of the 
Bureau of Public Works. 

Mr. Kroeu. You alluded, I think, in your statement to the question 
of the safety of operation. Is there any relationship between that 
and the use of diesel fuel? 

Mr. Scorr. A very important relationship. 

Mr. Kroeu. Would you care to elaborate on that? 

Mr. Scorr. We transport human cargo. And one of the most vital 
things in our whole operation is safety. We have found, and it has 
been demonstrated, that the use of diesel increases the safety situa- 
tion very, very substantially, primarily because of the difference in 
inflammability between gasoline and diesel in case of accident, and 
gasoline fumes and that sort of thing. 

So I would say that probably the main purpose why such a large 
portion of the bus industry has gone to dieselization has been the 
safety consideration. 

Mr. Kroeu. Thank you very much, Mr. Chairman. 

The Crarrmman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. Just one question. 

You are the general counsel for the National Association of Motor 
Bus Operators ? 

Mi. Sourr. Yes, sir. 

Mr. Jenkins. Let me ask you, that does not include these buses 
that the railroads operate which take people from one depot to some 
other depot ? 

Mr. Scorr. Not, local traffic. This is intercity operations in which 
we are primarily concerned. 

Mr. Jenxtns. Well, there are many bus lines that run from one 
city to another, the Greyhound and those. You do not represent 
them; do you? 
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Mr. Scorr. The Greyhound Corp. and its operating division sub- 
sidiaries are members of our association as also are several intercity 
bus operations owned and operated by the railroads. 

Mr. Jenkins. That leaves me just about where I was. 

If you do not have some of them where are the rest of them ? 

Mr. Scorr. I think we have all of them that are in the business now. 
That number has decreased throughout the years, particularly 
recently, the rail-owned intercity motorbus operators. 

Mr. Jenxrns. In other words, we are safe in saying that you speak 
for the big percentage, practically all of what we call the buses? 

Mr. Scorr. That is right. 

Mr. Bocas. Mr. Chairman? 

The Cuarrman. Mr. Boggs of Louisiana will inquire. 

Mr. Boees. Mr. Scott, do you think the bill presently being con- 
sidered by the committee makes a fair distribution of the new revenue 
proposed ? 

Mr. Scorr. Makes a fair distribution of what ? 

Mr. Bocas. Of the new revenue proposed. 

Mr. Scorr. Yes, sir, we do. We think it is the fairest and most 
equitable proposal that has ever come to our attention. 

Mr. Boees. At the time you were Under Secretary of Commerce, 
you had in your charge transportation ? 

Mr. Scorr. Yes, sir. 

Mr. Boaes. In that capacity were you in charge of the Bureau of 
Roads ? 

Mr. Scorr. There was no administrative control at the time I was 
Under Secretary by that office over the Bureau of Public Roads. Of 
course, we were very closely associated at all times. 

Mr. Boees. Do you know of any studies that have been made by the 
Bureau of Public Roads that would justify changing the traditional 
tax standards that we have used on this committee in imposing taxes, 
user taxes ¢ 

Mr. Scorr. I don’t know of any such studies. 

Mr. Boces. Did you hear the testimony of Congressman Gentry 
who preceded you ¢ 

Mr. Scorr. Yes, sir. 

Mr. Boces. Would you say that some of the matters that he referred 
to were in the nature of regulatory devices rather than tax devices? 

Mr. Scorr. Most of them. 

Mr. Boecs. Do you have any information as to how the differentia] 
problem has been handled in the States, or would it be fair to say that 
those problems have been handled by the State public-service com- 
missions‘ Is that correct? 

Mr. Scorr. 1 think by and large, yes. I think probably so, or other 
equivalent State agencies. 

Mr. Boees. Do you think that those matters lend themselves to 
regulation by the tax device? 

Mr. Scorr. No, sir, 

Mr. Boces. Do you think that it would be a proper departure for this 
committee to enter into the field of regulation of transportation ? 

Mr. Scorr. I certainly would not. I would be very much opposed 
to it. 
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Mr. Boces. Would it be fair to say that many of the issues raised in 
the presentation by my distinguished colleague fall properly within 
the purview of the Interstate and Foreign Commerce Committee and 
the icc? 

Mr. Scorr. Yes, sir. 

Mr. Boges. That is all, Mr. Chairman. 

The CuHarrman. Mr. Baker of Tennessee will inquire. 

Mr. Baker. You seem to have had a great deal of experience prior 
to your present capacity. My second question will go to that. 

The first one is, What is the average weight of one of these inter- 
city buses? 

Mr. Scorr. The larger ones, fully loaded, weigh in the vicinity of 
26,000 pounds. That is fully loaded with passengers. 

Mr. Baker. Thirteen tons. 

Mr. Scorr. And I should like to add in connection with that that we 
have never had any difficulty with any of the State regulations as to 
weight based upon such devices as 18,000-pound axleload. Our ve- 
hicles just do not get heavy enough to get into that kind of difficulty. 

Mr. Baker. You do not have regulation within the States on axle 
or per-ton mileage basis like some of the big trucks do? 

Mr. Scorr. Oh, yes, in practically every State. In all the States that 
I know of there are regulations as to the sizes of buses. 

Mr. Baker. I gather from your testimony that you recognize that 
we are going to have to have about $8 billion or $9 billion more money 
than the Boggs bill will produce if we are to pass the present Fallon 
billand pay as you go. Your statement said that. 

Mr. Scorr. No. I don’t think I made myself clear on that. 

The only element that I took into consideration in arriving at that 
conclusion was the amount which is now being spent by the Federal 
Government on Federal aid without any additional revenues. That 
amounts to about $1314 billion a year. I did not take into considera- 
tion any of the other factors. 

But that amount, at least the normal Federal aid appropriation, 
coming from general revenues as they are, should be taken into con- 
sideration in any determination of how much is needed or whether or 
not there would be a deficit. 

I agree with what Representative Boggs said this morning. This 
deficit which the Secretary of the Treasury spoke of I cannot find. 

Mr. Baxer. Mr. Scott, you spoke in your statement of the figure 
$35 billion for the cost of this program. 

Mr. Scorr. Yes, sir. 

Mr. Baker. And the Secretary spoke of $38 billion. 

Mr. Scorr. Yes, sir. 

Mr. Baxer. So, using your two figures, we would be $5 billion short ; 
would we not ? 

Mr. Scorr. I do not know where the $38 billion comes from. 

Mr. Bocas. Nobody else does. 

Mr. Baxer. You stated that there would be $9.5 billion, in your 
statement here. ' 

Mr. Scorr. Between those two figures, sir. 

Mr. Baker. There is very little difference. 

Mr. Scorr. Between what is presently spent and that which is con- 
templated in the Boggs bill. 
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Mr. Baker. Let us take the lowest figure, the $5 billion. You said 
$9.5 billion. And I have been talking about $8 billion over a 15-year 
period. 

Would you, in the light of your past experience in Government, 
and as a citizen as well as in your capacity that you appear here, sug- 
gest to this committee where we are going to get that $5 billion in 
addition to what H. R. 9075 can produce ? 

Mr. Scorr. First I have to repeat myself. I am not convinced at 
all that there will be any deficit. Certainly there will not be an imme- 
ciate deficit. 

The second point I should like to make on that is that this Congress 
should keep a continuing control of this thing and reappraise it from 
time to time to determine where we sit, how much been built, 
where we stand on money, and what other emergencies call for the 
amount of money which can be raised by the American public, and 
what not. 

I certainly would advocate a reappraisal of that, and leave it in the 
Congress’ hands to determine whether we are going to have a deficit 
or not. 

We cannot sit here, no human being can sit here and say what is 
going to happen 3 or 4 years from now or 5 years from now or 15 years 
from now. We are basing all these things on guesses and estimates. 

Mr. Baker. We all know that, and also as to the types of roads 15 
years from now. 

When you were Assistant Secretary of Commerce did you have some 
supervision over the Bureau of Public Roads? 

Mr. Scorr. No, sir; not administrative supervision. That did not 
exist at that time. 

Mr. Baxer. That was in the Department of Commerce ? 

Mr. Scorr. Yes; it was. And we had a very close working rela- 
tionship. 

Mr. dial: One of the avenues suggested yesterday by the Secre- 
tary of the Treasury—it was not a recommendation, but it was just a 
means of getting more money—was a registration fee at a dollar per 
thousand pounds on all vehicles, and that automobiles—and I believe 
he used the figure 52 million automobiles—would produce $3 billion, 
and trucks and buses registered for highway use would produce $114 
billion. 

In your instance, with 13 tons plus, 2,000 pounds, that would be $26 
a year for an intercity bus, and $60 for a 30-ton truck. 

What do you think of that method of raising money ? 

Mr. Scorr. I would be very much opposed to it. 

Mr. Baxer. Sir? 

Mr. Scorr. I would be very much opposed to it. 

Mr. Baxer. Very briefly, why? 

Mr Scorr. Because I do not think it is justified, in the first place. In 
the second place, we cannot afford to pay even $54. 

Mr. Baxer. I am trying to be absolutely impartial. But assume 
that this committee concludes that they must raise $5 billion more than 
the Boggs bill. We are getting down, I think, to fundamentals there. 

As a representative of this thousand companies, can you suggest 
some method of raising that $5 billion to keep from unbalancing this 
whole fund ? 
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Mr. Scort. No, sir. 

Mr. Baker. Will the gentleman yield / 

Mr. Baxer. Yes. 

Mr. Boces. That latter suggestion: I do not know whether that 
was a suggestion of the Treasury Department or not because when 
the Secretary was here yesterday he very carefully refrained from 
making any suggestions as far as revenues were concerned, which is a 
very strange departure for the Treasury of the United States. But 
nevertheless that happened. 

However, on examination of that proposal, assuming $1 ~ thou- 
sand pounds, the man who had an automobile in his garage for half a 
year would pay exactly the same tax as the truck which is operating 
on the highway every day. Is that not right? 

Mr. Scorr. That is what it sounds like to me, sir. 

Mr. Boages. So when it comes to discrimination that impresses me as 
one of the most discriminatory devices you can think of. 

Now these taxes proposed in the current legislation are based on 
use. If you do not use your truck or if you do not use your automo- 
bile you do not pay any tax. Is that not correct ? 

Mr. Scorr. That is correct. 

Mr. Boses. Insofar as this $5 billion or $8 billion figure that the 
Secretary of the Treasury referred to is concerned, that is just plain 
fiscal juggling because it comes about by subtracting the number of 
years involved and by upping the amount of expenditures anticipated. 

That is all, Mr. Chairman. 

Mr. Baker. Do I have the floor ? 

The CHarrman. Mr. Baker is recognized. 

Mr. Baker. I do not want to belabor that point, but I am assuming 
it to be correct that to all the questions the Secretary gave us the facts. 
And if it is proven that he did not give the facts, certainly a lot of our 
burden is eliminated. We will agree on that. 

Mr. Bocas. The facts change in a year with the Secretary. 

Mr. Baker. I want to ask Mr. Scott one other question, and I will 
stop. 

I am not suggesting that this is the method of doing it, but, still 
talking about this $1 a thousand pounds of weight, assuming again 
thatthe Secretary’s figures are correct, that automobiles would produce 
$3 billion a year—and that would be an average automobile paying 
$4 apiece, let us say, on 2 tons—and trucks and buses registered for 
highway use would pay $11, billion a year, that would indicate that, 
on per ton usage or weight usage, trucks and buses are using 50 percent 
of the highways. 

Do you think that would be correct based upon your experience 
in Commerce? 

Mr. Scorr. I do not believe so because I do not think those criteria 
are the proper criteria for taxes to be assessed by the Federal Govy- 
ernment. You have to take into consideration a lot of other situa- 
tions and facts. For example, the average bus, even with a 50 percent 
or slightly greater payload, a 50-percent load, takes the place of 
some 10 or 12 passenger vehicle automobiles on the highway. And 
they don’t weigh excessively. 

Besides I have never been able, except as a regulatory matter, to 
see where ton-mile taxes are proper or sound. 
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Mr. Baker. Well, I do not want to take up any more time. The 
chairman knows I do not take much time. But it seems to me that 
your association and the trucking association or somebody, the AAA 
or somebody else, if we are going to pass this legislation, should 
come in and suggest some way of raising this extra $5 billion or $8 
billion, assuming it is absolutely proven that we have to have it to 
pay as we go. 


And you have no suggestion to make about where we can get the 
$5 billion or $8 billion ? 

Mr. Scorr. I do not. I will have to stand on my statement as to 
our present situation. We will have a terrible time trying to pay 
the taxes that are contemplated in the Boggs bill. 

Mr. Baker. But you will get a lot of benefits out of the new highway 
system. 

Mr. Scorr. We will probably get none of the interstate highways. 

Mr. Baker. Do you know of any large organization that 1s going 


to come in here and tell us how we are going to get that $5 billion 
or $8 billion ¢ 


Mr. Scorr. No, sir. 
Mr. Baxer. Do you think that is cooperation ? 


Mr. Scorr. I would like to cooperate with you, and we all would, 


to the best of our ability. But our situation is just as I have explained 
it to you, Mr. Baker. 


Mr. Boees. Will the gentleman yield ? 

Mr. Baxer. Yes. 

Mr. Boaes. Assuming that this nebulous $5 billion were needed, 
we certainly did not get any cooperation out of the Secretary of the 


Treasury. He did not make any suggestions on how to get it. 

Mr. Jenkins. Mr. Chairman? 

The Cuarrman. Mr. Jenkins. 

Mr. Jenkins. I want to take exception to this continual misrepre- 
sentation of what the Secretary of the Treasury said yesterday. 

Mr. Boees. It is all in the record. 

The Cuamman. Everybody heard it. Everybody knows what he 
said. 

Mr. Boces. It is in the record. 

The Cuairman. It is a question of opinion. 

Are there any further questions ? 

_ Mr. Boces. Make up your own mind whether it is misrepresenta- 
tion. 

The CnatrmMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I want to get some data. Possibly Mr. Scott cannot 
give it to me here, but if he can supply it for the record I would 
appreciate it. 

1 would like to know what the gross capital investment of the 
industry is and whether or not that capital investment has been 
ees in the past few years, and what the gross revenues have 

een. 


Maybe you can tell me this: What were your net earnings for last 
year? 


I would like to get that. That can be supplied for the record if you 
do not have it. 
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Mr. Scorr. I will be very glad to get those together and supply 
them to all the members of the committee. They are available to us. 

Mr. Curtis. And also the mergers and what new companies have 
gone into business. You may have some other data that you would like 
to supply. But the pertinency of that data is that it all bears on this 
proposition that you have maintained in your statement, namely, that 
the industry is in serious financial condition. I want to get the data 
that would establish that point. 

Mr. Scorr. We will be very happy to furnish it, Mr. Curtis, to you 
and all the other members of the committee. We have it readily 
available. 

Mr. Curtis. May that be furnished for the record ? 

The Cuarrman. Without objection, you may supply it for the rec- 
ord. 


We thank you for your appearance and the information given the 
committee. 

Mr. Scorr. Thank you, Mr. Chairman. 

(The information requested above is as follows :) 


SUPPLEMENTARY STATEMENT OF JACK GARRETT Scott, GENERAL COUNSEL, Na- 
TIONAL ASSOCIATION OF Motor Bus OPERATORS, IN CONNECTION With H. R. 
9075 


The following information, which is supplementary to my statement of Febru- 
ary 15, 1956, before the House Ways and Means Committee, concerning certain 
data is submited for the record in response to the request of Representative 
Thomas B. Curtis made at that hearing. 

The intercity bus industry is a relatively young one having had its beginnings 
shortly after the end of World War I. By 1929 it had grown to the point of 
providing about a fifth of the total volume of intercity passenger traffic fur- 
nished by common carriers; currently it accounts for about 30 percent of such 
traffic. There are no systematic data on the industry as a whole. Bus Trans- 
portation magazine estimates that there are approximately 2,600 intereity 
motor carriers of passengers, but some 1,700 of these operate exclusively 
within the boundaries of individual States and no reliable information on their 
operations is available. It is known, however, that the vast majority of them 
are extremely small: many are 1- or 2-bus operations, and substantial numbers are 
engaged primarily in charter or special operations as contrasted with regular- 
route service. 

The remainder, or roughly 900 carriers, are subject to the jurisdiction of the 
Interstate Commerce Commission, either because they operate across State lines 
or have interline agreemnts with interstate carriers. 

Th Commission requires detailed operating reports quarterly and annually 
only from class I carriers, i. e., those with annual revenues of $200,000 or more. 
As of 1954, the last year for which reasonably complete information is available, 
there were only 175 carriers in this category ; they accounted, however, for about 
90 percent of the total revenues of carriers who report to the Commission. 

Some 600 smaller (class II and III) carriers are required to submit only very 
much abbreviated reports and, due to limitations on funds and personnel, the 
Commission has been unable adequately to police the reporting requirements for 
these carriers, and no overall summary of the data has ever been published. The 
National Association of Motor Bus Operators in 1953 made a tabulation of all of 
the reports of these smaller carriers that were available and reasonably com- 
plete. A total of 477 of these small carriers were found to be engaged primarily 
in regular-route operations and, in many cases, were providing the only such 
service available to the residents of thousands of communities. These 477 
companies carried a total of about 48 million passengers in regular-route service 
and operated their 3,000 buses a total of about 100 million miles. Revenues ac- 
cruing from these operations averaged 22.7 cents per bus-mile while operating 
expenses amounted to 26.9 cents, or about 119 percent of revenues. Fortunately 
these carriers were able to reduce their operating deficit from 19 to 5 percent by 
intensive sales efforts which produced a fair volume of charter business. 
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The revenues from this source thus served to subsidize their noncompensatory 
regular-route operations and made it possible for them to continue to render 
this essential service. It is obvious, however, that many of these carriers can- 
not long continue to operate, particularly when it is noted that intercity bus 
travel, as a whole, showed a further decline of about 10 percent between 1953 
and 1954. 

The situation of the larger (class 1) carriers is little less serious. As pointed 
out in my prepared statement, 43 percent of these companies incurred net deficits 
in 1954, and another 27 percent reported expenses at 95 percent or more of 
revenues—a ration indicative of an extremely precarious fiscal condition. 

It is clear from the foregoing that at least half of all the carriers are operat- 
ing in the red. Comprehensive information is not available on the numbers of 
companies throughout the country that have been forced to cease operations. 
However, a study made in 1944 by a special committee appointed by the Gover- 
nor of New York it typical of the general situation. The following is quoted 
from the report of that committee: 

“A majority of the small owners drive buses and help keep them in repair. 
Despite that operating economy, the mortality rate among small companies is 
extremely high as witnessed by the fact that in the last 2 years 35 or 14 percent 
ceased operations.” 

There is no evidence to indicate that the situation elsewhere differs from that 
in New York, a fact which would indicate that, in all probability, more than 
60 of the 477 small interstate carriers referred to above went out of business 
during that same period. 

In the case of class I carriers, 31 of the companies listed in the 1950 report 
of the Interstate Commerce Commission do not appear in the 1954 report. Of 
this 31, a total of 17 disappeared because their annual revenues fell below the 
$200,000 minimum for class I carriers. In 10 cases, all or part of the carriers 
operations were absorbed by other carriers and the remaining 4 ceased opera- 
tions altogether. 

Included in the request of Representative Curtis for additional information 
were data on revenues and net returns. To interpret the significance of such 
information, it is necessary to note certain basic differences between the finan- 
cial structure of the bus industry and other types of regulated enterprises. 
In the case of an electric light and power utility, for instance, virtually all of 
the production and distribution facilities are the property of the utility and 
represent an investment of roughly $3 for each dollar of annual operating 
revenue. It follows that, in order to provide a return of 6 percent to the in- 
vestors in such an enterprise, its net revenue, after all expenses and taxes, must 
be equal to 18 cents of the revenue dollar. Stated otherwise, such a utility must 
attempt to operate so that expenses (including taxes) do not exceed 82 percent 
of gross revenues; i. e., with an operating ratio of 82 percent. In case of bus 
operations, the situation is entirely different, primarily because the original 
investment is small by comparison; at present it amounts to about 45 cents per 
dollar of annual revenue. A very large proportion of this investment (60 per- 
cent) is in buses which have an average life of only about 8 years. The neces- 
sity of writing them off in this short period consequently results in relatively 
high depreciation charges. 

Far more important is the fact that the great bulk of the expense of operating 
a busline is in the form of cash outlays. In addition to wages (49 percent of 
expenses), cost of materials (33 percent), and taxes exclusive of income taxes 
(9 percent) there are numerous other charges such as those assessed for the 
use of terminals. Many of the carriers, particularly the smaller companies, 
use the terminals of other carriers or those owned by independent corporations. 
This fact results in large increases in cash outlays or fixed expense and, at the 
same time, reduces the investment base. It must be noted that most of these 
expenses continue largely without regard to bus patronage and revenues. There 
is a definite limit on the extent to which the carriers can reduce service in 
response to declining patronage because: (1) beyond a certain point schedules 
would become too infrequent to attract any business; and (2) regulatory agen- 
cies exercise fairly rigourous controls over standards of service and are re- 
luctant to permit reductions even if those who protest the cuts are so few that 
their patronage would not cover operating expenses. 

In recognition of these fiseal characteristics, the National Association of 
Railroad and Utility Commissioners, which represents the officials of State 
regulatory agencies, and the Interstate Commerce Commission take the position 
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that the operating ratio rather than return on investment is the appropriate 
criterion for determining the reasonableness of bus fares. It follows, therefore, 
that the operating ratio is the most accurate measure of the financial condition 
of bus operations. 

The Interstate Commerce Commission examiner, in his report in MC—C—550, 
investigation of bus fares, found that an operating ratio of 85 percent, before 
Federal income taxes would “produce reasonable net carrier operating income.” 
For the year 1954, the average operating ratio for the 175 class I carriers was 
91.5 and all but 11 of the 175 had operating ratios above 85. Stated otherwise, 
94 percent of the larger carriers failed to obtain what the Interstate Commerce 
Commission found to be reasonable operating income. As noted earlier, the 
position of the smaller carriers is even worse. 

The following table supplies the explanation for this situation: 


Revenues and expenses of class I motor carriers of passengers 


{In thousands] 


l 
Revenues Expenses 


| 

$3R5 , 090 $350, 700 

| 367, 05: 331, 713 
405, 104 | 358, 219 

406, 574 | 359, 117 

405, 814 | 364, 959 

369, 600 338, 200 


The substantial reduction in total expenses which occurred between 1953 and 
1954 is the result of a decrease of more than 9 percent in the number of vehicle- 
miles operated, made in an effort to adjust to declining patronage. It does not 
reflect any reduction in unit costs as indicated by the fact that expenses per 
vehicle-mile rose from 36.3 cents in 1953 to 37 cents in 1954. 

No systematic information is available on the subject of new companies enter- 
ing the bus field. There have undoubtedly been a few new small carriers, but 
all available information indicates that the numbers of carriers who have ceased 
operations is many times greater than the few that have entered the field. Bus 
Transportation magazine, for example, shows a reduction of nearly 250 in the 
number of companies since 1950. There have been no newly organized com- 
panies in the class I category since the end of World War II, and the financial 
condition of existing carriers makes it highly improbable that there will be 
any in the foreseeable future. 

I should like to take the liberty of pointing out one further very important 
set of facts that has been almost completely overlooked in the consideration of 
highway legislation. Virtually all of the discussion has apparently been based 
on the erroneous assumption that all of the larger commercial vehicles con- 
stitute a more or less homogeneous group. The typical intercity bus has very 
little in common with the majority of the 3% million heavy commercial vehicles 
frequently referred to. In the first place, the fully loaded 39-passenger intercity 
bus weighs about 26,000 pounds, hence its axleload is well under the 18,000- 
pound standard suggested by the American Association of State Highway Offi- 
cials. The larger so-called deck-and-a-half buses are somewhat heavier but 
are equipped with 3 axles and are therefore also well within this axleload limit. 
Further, there is virtually no problem of overloading. The average intercity 
bus operates today with only slightly more than half a capacity load and standees 
are not carried on intercity schedules except in emergencies and ordinarily only 
for very short distances. 

The average intercity bus is by no means an important factor in highway 
congestion for several reasons. First, intercity buses constitute only 1 out of 
every 500 so-called heavy commercial vehicles. Secondly, from the point of view 
of transporting people, they take the place of approximately 12 private auto- 
mobiles and, according to competent highway engineers, require less than 7 
times the space on the highways occupied by a private automobile. They do not 
delay other traffic on highways since their acceleration rate and hill-climbing 
ability is nearly if not fully equal to that of the typical private car. As to safety, 
the records of the National Safety Council reveal that private automobile and 
taxicab accidents resulted in the death of 2.6 persons per 100 million passenger 
miles in 1954. The corresponding rate for buses was 0.11 or about 4 percent of 
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the rate for private cars. It should also be noted that deaths resulting from 
intercity bus accidents have been reduced by more than 51 percent since 1946. 
The reduction in injuries is almost as impressive. 

As indicated in my statement before your committee, the intercity-bus industry 
accepts the proposed tax provision of H. R. 9075 despite the serious impact which 
they would have upon our already precarious financial condition. We feel also 
that those proposed rates are equitable and that there should be no differential 
rates imposed on commercial vehicles, not only for the reasons set forth in my 
prepared statement but particularly in the case of intercity buses which are 
actually not commercial vehicles in the generally accepted sense of that term. 

The Cuarrman. The next witness is Mr. Jouett Shouse. 

Will you come forward, please, sir? 

We remember you very pleasantly, Mr. Shouse. Please follow the 
usual custom and give your name and address and the capacity in 
which you appear, for the record. 


STATEMENT OF JOUETT SHOUSE, WASHINGTON, D. C., NATIONAL 
ASSOCIATION OF TAXICAB OWNERS 


Mr. Suousr. My name is Jouett Shouse. My address is the Na- 
tional Press Building, Washington. 

I am speaking on behalf of National Association of Taxicab Owners. 

At the time of the Second World War, there was established what is 
known as the Office of Defense Transportation under the very able 
leadership of Mr. Eastman, who was then a member of the Interstate 
Commerce Commission. 

In connection with that, he established a Division of Urban Trans- 
portation. 

In the Division of Urban Transportation there was a section de- 
voted to the taxicab industry. It was made very clear during that 
war and during the more recent war, the Korean war, that the taxi- 
cab industry was considered a very important part of urban trans- 
portation. 

In the bill which was reported out last year and which was defeated 
on the floor of the House, my understanding is that there was an ex- 
ception made of certain urban transportation bills. 

Our association feels that we are entirely an urban transportation 
outfit. Wedo not use roads between cities. We do not use a highway 
system such as is contemplated by this proposed legislation. There- 
fore, we feel that, if you are going to exempt other forms of urban 
transportation, the taxicab industry in all fairness is entitled to that 
sort of an exemption. 

That is all, Mr. Chairman, that I have to say. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

The next witness is Mr. George J. Burger. 

Will you come forward, please, Mr. Burger? 

We remember you very pleasantly, Mr. Burger. Please follow the 
usual custom and give your name and address and the capacity in which 
you appear, for the record. 
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STATEMENT OF GEORGE J. BURGER, WASHINGTON REPRESENTA- 
TIVE, BURGER TIRE CONSULTANT SERVICE, AND VICE PRESI- 
DENT, NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
WASHINGTON, D. C. 


Mr. Burcer. Thank you, Mr. Chairman. 

I am George J. Burger, Washington representative for the Burger 
Tire Consultant Serv ice, whose head office is located at 250 West 57th 
Street, New York, N. Y. 

This is a national service, with subscribing members in most of the 
States throughout the Nation. It was established in February 1941. 
Its main and principal objective is to protect independent tire sales 
and serv icing institutions. 

For the information of the committee, I have been an independent 
member of the rubber tire industry beginning in the spring of 1909, 
and for a quarter of a century or more owned and operated my own 
independent tire sales and servicing institution. 

Further, I can say without fear - of contradiction that I have had 
an acquaintanceship for over a quarter of a century with independent 
tire sales and servicing stations throughout the Nation. 

This was due to the fact that in 192 3, 1924, and 1925 I was one of 
the incorporators of and president of the National Tire Dealers As- 
sociation, and in the fall of 1935 one of the incorporators and the first 
secretary-manager of the National Association of Independent Tire 
Dealers, both corporations organized under the laws of the State of 
New York. 

At no time during my career in the tire industry was I ever employed 
by a tire manufacturer, so my remarks here today will be centered 
on any and all relief due exclusively to the independent tire sales 
and servicing institutions. 

I am also vice president in charge of legislative activities of the 
National Federation of Independent Business, a nonprofit organiza- 
tion organized under the laws of the State of California. 

In our membership of approximately 100,000, all independent busi- 
ness and professional men, all individual members, it goes without 

saying that in this large membership it may be found there are many 
thousands of independent members of the rubber tire industry. 

I am not testifying or making any proposals here as vice president 
of the National Federation of Independent Business on either the 
highway construction program or the taxing program offered to 
finance this construction. 

The federation’s policy limits its officials to taking positions on 
legislation only after the membership has been polled and a majority 
has set its direction in such poll. 

We have not polled our members on the question whether or how 
many miles of new roads, or what types of new roads must be built. 
We have not polled them on the question of how these construction 
bills should be financed ; through increased taxation, through reserva- 
tion of current excise automotive taxes for road building or through 
bond issues. 

I can, however, state this much on the basis of membership polls: 

1. That our members have demanded that any highway program 

assed include safeguards preserving freedom of competition by serv- 
ice establishments in locations accessible to new highways and that 
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provision be made to outlaw any service monopoly along new high- 
ways. 

2. That our members have demanded that Congress put independent 
tire dealers on an excise tax collection equality basis with their direct 
competing manufacturers. 

I note this bill doesn’t do this but, rather, increases the excise tax 
collection advantage now held by these tire manufacturers. I would 
assume this vote would by implication cover all areas where this in- 
equity may exist. 

3. That our members have repeatedly opposed all moves to increase 
taxes on grounds that the tax load is already so steep so as to all but 
break the back of independent business. 

What I am vitally concerned with, and I might say also the federa- 
tion is concerned with, is the maintaining of independent establish- 
ments in the tire sales and servicing field. This is very vital to the 
welfare of our Nation in case, God forbid, we should ever face an- 
other all-out world war. 

Mr. Jeffers, as Rubber Administrator in 1943 or 1944, warned a 
congressional committee as to the advisability of keeping these tire 
independents in the business world. 

I say this because it was through sweat and tears that these inde- 
pendents developed tire rebuilding in the face of what could be termed 
serious opposition from some in the rubber tire industry. 

It was the pioneering spirit of these independents in the tire sales 
and servicing field that brought about, up to this moment, a satis- 
factory and serviceable condition in the rebuilding or repairing of 
tires. 

I might add further, Mr. Chairman and members of the committee, 
with my close to 50 years active experience in the rubber tire industry, 
this is the last remaining stronghold that small business in the rubber 
tire industry has. 

I say this because from the best available statistics the rubber tire 
industry is dominated by the big four rubber companies, and through 
this has monopolized business that rightfully rh elem to the inde- 
pendent tire trade. 

Just recently the Federal Trade Commission, to be exact on Janu- 
ary 13, 1956, charged three major rubber companies with monopoliz- 
ing sales that rightfully belonged to the independent tire trade, tires, 
batteries, and accessories, in a 2-year period, totaling $147 million, in 
which the rubber companies paid an override commission to these big 
oil companies amounting to $12 million. 

To prove further in my statement the necessity for keeping these 
independents in the rubber-tire industry, the Federal Trade Com- 
mission on January 13, 1956, stated that 3 of these big rubber com- 
panies were operating 1,900 retail stores in metropolitan areas 
throughout the Nation, all in active competition with the independent 
tire sales and servicing institution. 

It is significant and important to note that the Senate Small Busi- 
ness Committee in its report in 1952 stated these 3 firms operated 
1,700 stores, which shows a steady increase in the operation of these 
big rubber companies to reduce the position of the independent tire 
sales and servicing institutions, and the legislation now before your 
committee for consideration in inflicting further penalties through 
tax measures on the independent tire sales and servicing institutions 





HIGHWAY REVENUE ACT OF 1956 é 


may spell further “doom” to the independents in the tire sales and 
servicing field. 

We have already filed charges with the antitrust agencies of an 
attempt by some of these big rubber companies to monopolize tire 
rebuilding also at the same time. 

You know, Mr. Chairman, that a subcommittee of your committee, 
headed by the Honorable Aime J. Forand, has before it at the moment 
an injustice in the tax levied on the floor stocks of independent dealers 
where the stocks of tires on hand in the manufacturers own retail 
stores are exempt from the tax until the tire is ultimately sold to the 
consumer. 

Unless a correction is made, if further taxes are levied on the stocks 
of independent tire sales and servicing institutions, and now also on 
those in the tire-rebuilding field, you can realize what an advantage 
the big interests are going to have over the independent, and, further- 
more, the increased financial load that the independent must carry. 

This load will be materially increased by the provision in the pres- 
ent legislation which will make the floor-stock tax retroactive to July 
1, 1956, on the stocks on hand in independent establishments, giving 
an even greater advantage to the manufacturer’s retail stores. 

Further, in connection with the newly proposed tax on tire-rebuild- 
ing materials, we can find no justifiable reason for a tax on services, 
because that is what tire rebuilding is. There is no other commodity 
we know of where a tax is placed on service or repair for consumer use. 

We wish to further call the attention of the committee in its con- 
sideration of the tax to be levied on camelback or repair materials, that 
the numerous systems of tire rebuilding or retreading do not require 
the same amount of raw materials. 

Therefore, Mr. Chairman, this would only lead to further confusion 
in the mind of the consuming public. 

We mention this because it could lead to a situation which could be 
demoralizing all along the line. 

In view of the alarm of the many States as to increasing highway 
accidents, the committee should move very cautiously in levying extra 
taxes on all branches of the tire industry as this may result in the 
public going to extremes in the use of unsafe tires, which would in- 
crease the accident rate on the highways. This is a very serious 
situation which might develop. 

Small business, as I review the scene in my national operation 1n a 
dual capacity, is making a valiant struggle to keep itself in the busi- 
ness world, so I urge, don’t throw a further roadblock in front of the 
independent tire sales and servicing institutions such as would be done 
in levving a tax on service. 

In this respect, it is to be noted that in a report recently made by 
Secretary of the Treasury, Mr. Humphrey, he said: 

Taxes are so high they are curtailing to some extent the basis of freedom of 
America * * * incentive. 

I thank you, Mr. Chairman. 

The Cuatrman. Does that complete your statement, Mr. Burger? 

Mr. Burcer. Yes; except for one thing. Before I conclude, just 
before I left the office there was a message which came from a Mr. 
Daniel Smith, president of the Associated Taxicab Operators of 
Washington, D. C., which has authorized me to advise the Ways and 
Means Committee that a petition in opposition to the increased tax 
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on rubber tires and retreads and gasoline is being prepared for the 
signature of the Washington taxicab drivers, the association maintain- 
ing that, if these taxi drivers are not given the same exemption as that 
given the metropolitan transit companies, it would be discriminatory. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, Mr. Burger. 

The next witness is Mr. Irving y Kisbrouch. 

Will you come forward, please, sir? 

Plagne give your name "and address and the capacity in which you 
appe , for the record. 


STATEMENTS OF IRVING EISBROUCH, VICE PRESIDENT, DAYTON 
RUBBER CO., DAYTON, OHIO; T. G. McGOWAN, DIRECTOR OF 
MARKETING RESEARCH, FIRESTONE TIRE & RUBBER CO.; AND 
JOHN D. MANN, MANAGER, TRADE RELATIONS, THE BF. GOOD- 
RICH CO., AKRON, OHIO, IN BEHALF OF THE RUBBER MANU- 
FACTURERS ASSOCIATION, INC. 


Mr. Eissroucn. Mr. Chairman, my name is Irving Eisbrouch. I 
am vice president of Dayton Rubber Co., Dayton, Ohio. 

I am appearing here on behalf of the tire manufacturers who are 
members of the Rubber Manufacturers Association, Inc. I am ap- 
pearing in support of H. R. 9075, the Highway Revenue Act of 1956, 
introduced by the Honorable Hale Boggs. 

Mr. Chairman, if I may before proceeding with the rest of my 


statement, as a part of this statement I am submitting a schedule 
showing the present effect of excise taxes on tires and tubes, and also 
the effect of the proposed additional taxes. 

(The schedule referred to follows :) 


Present and additional tarves which would be paid in 1 year by the average 
passenger-car owner and by the average operator of a large 4-azle tractor- 
trailer combination as a result of enactment of H. R. 9075, the Highway 
Revenue Act of 1956 





Present tax 3 cents 
(5 cents on proposed 
tires; 9 cents | additional 
on tubes)! | or new tax! 


Total tax 





Passenger car: 
Tires 
Tubes 
Tread rubber- 











4-axle tractor-trailer: 
Tires __ 
Tubes 
Tread rubber~____-- 


Total__- 





1 The tax rates are on a per pound basis. 


Norte.—The calculation on passenger-car tires and tubes uses a 6.70-15 4-ply tire, which is the most popular 
size today. The calculation on tractor-trailer tires and tubes uses a 10.00-20, 12-ply tire, which is used on 
large 14-wheel, 4-axle tractor-trailer combinations. 

Light trucks used by farmers and small merchants have an annual-cost situation more or less similar to 
that of the passenger-car owner except as modified by considerations of mileage, greater or less retreading, etc. 
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EXPLANATION OF TABLE 
PASSENGER CAR OWNERS 


Present and Added Tag on New Tires 


The average passenger car is driven 9,400 miles in a year. For every 4 new 
passenger tires sold, 1 retread is sold. The average tire hes an experience of 
27,650 miles driven on the original tread and 4,850 miles (25 percent) of the 
average mileage of 19,400 delivered by a retreaded tire), making a total life for 
the carcass or body of 32,500 miles. The 9,400 miles driven in a year is 28.9 
percent of 32,500. The present excise tax on 4 new 6.70-15, 4-ply tubed tires 
(conventional tires) requiring tubes is $4.36. Of this amount, 28.9 percent is 
applicable to 1 year’s driving, or $1.26. This is the excise tax under the present 
law (excluding the tax on tubes), which the average passenger-car owner now 
pays per year of driving. (The 6.70—-15 tire used for this illustration is the tire 
found on the Ford, Chevrolet, and Plymouth, and is the most popular size of 
passenger tire. This size tire is also nearly the average size sold.) 

The proposed iacrease of 3 cents per pound of excise tax is a 60 percent increase 
over the present 5 cents. Therefore, there will be an increase of 60 percent in the 
$1.26 now paid in 1 year as tire taxes by the average car owner, or 76 cents. 

The foregoing calculation uses the tires on the four running wheels of the car, 
which are the only tires on which wear takes place. If the unused spare tire 
were put into the calculation a distortion would occur. The calculation is 
intended to show only that portion of the excise tax paid which should be 
allocated to 1 year on the basis of tire use and wear. 


Present Tar on Tubes 


For every 100 new passenger car tubed tires sold for replacement, 65 tubes 
are sold. Therefore, to get the average life of a tube, we divided the average 
mileage (27,650 miles) of a new tire by 65 percent, arriving at 42,538. The 
average car is driven 9,400 miles in a year, or 22.1 percent. This percentage 
applied to the $1 present tax paid on four 6.70-15 tubes (25 cents on each one) 
is 22.1 cents. There is no proposal to increase the tax on tubes. 


Entirely New Taz on Tread Rubber 


In the foregoing explanation of the 76 cents, we pointed out that 1 retread 
for every 4 new tires is sold in the average year. That means that the average 
tire uses only 4,850 miles, or only one-fourth of its possible retreaded life. 

A tire of this size takes approximately 9 pounds of tread rubber to retread. 
The proposed 3-cent Federal excise tax means that the excise tax would be 27 
cents on each tire. The average tire would have an excise tax of 6.75 cents 
(27 cents divided by 4) because only one-fourth of the possible retread life 
is used. 


The average motorist drives 9,400 miles, or 28.9 percent of the 32,500 miles of 
life in the average tire; 28.9 percent of 6.75 cents is 1.95 cents. Since there are 
4 running tires on a car that means that the excise tax on retreads paid by the 


average passenger car owner is 7.8 cents, or roughly 8 cents. 


4-AXLE TRACTOR-TRAILER COMBINATION 


Present and added tax on new tires 


For this calculation we used the 14-wheel, 4-axle tractor-trailer combination, 
which is a popular favorite among over-the-road haulers engaged in long-dis- 
tance trucking. This is the vehicle most commonly used to typify the heavy 
commercial vehicle. 

The average 14-wheel, 4-axle tractor-trailer combination is driven 65,000 miles 
in a year. These combinations carry the 10.00—-20, 12-ply truck-bus tire, which 
has built into it an average of 50,000 miles on the original tread. According 
to the average experience it is recapped once with a recap delivering 35,000 miles, 
making a total mileage of 85,000. The 65,000 annual mileage of the vehicle 
represents 76.5 percent of this figure. Each 10.00—-20, 12-ply tire carries under 
the present excise tax of 5 cents a pound, a tax of $5.37, and the total tax for 
the set of 14 tires is $75.18. Of this amount, 76.5 percent is applicable to 1 year 
of operation or $57.51. This is the amount now paid in Federal excise taxes 
for 1 year’s average operation. 

It is proposed to increase the Federal excise tax on tires from 5 cents to 8 cents 
a pound, an increase of 60 percent. This would mean an additional tax of $34.50 
paid in 1 year by the operator of the combination. 
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These large 14-wheel, 4-axle tractor-trailer combinations normally do not carry 
spares, although banks of spares are often located strategically on routes and 
at terminals. We exclude these truck spares for the same reason that we exclude 
the passenger spares. We can use only those tires which run on the road and 
hence use up mileage and tax money. 

Present tax on tubes 


For every 100 new truck-bus tires sold for replacement, 70 tubes are sold. 
Therefore, to get the average life of a tube, we divide the average mileage 
(50,000) of a new tire by 70 percent, arriving at 71,429. The average 14-wheel, 
4-axle tractor-trailer is driven 65,000 miles in a year, or 91 percent of the life 
of the tube. This percentage applied to the $14.56 present tax paid on 14 
10.00-20 tubes ($1.04 on each one) is $13.25. There is no proposal to increase 
the tax on tubes. 

Entirely new taz on tread rubber 


In the foregoing explanation of the added excise tax on a new 10.00—20, 12-ply 
new truck-bus tire, we pointed out that the average tire of this size is retreaded 
once, and that it has an average life of 85,000 miles. 

A tire of this size, when it is retreaded, takes approximately 28 pounds of 
tread rubber. The proposed 3-cent Federal excise tax means that the tax for 
each retread would be 84 cents, or a total tax of $11.76 for tread rubber for the 
14 tires. 

As pointed out previously, each tire uses in a year’s travel 76.5 percent of the 
full tire life. From this we calculate that the annual excise tax for tread rubber 
is $9 ($11.76 multiplied by 76.5 percent). : 

The CuarrmMan. You may proceed with your statement, please, sir. 

Mr. E1ssroucu. What I am driving at, Mr. Chairman, is that we 
have prepared an explanation of these figures which is rather lengthy, 
and | thought it might be helpful if we might file a statement with 
the clerk, and with ample copies for all members of the committee. 

The CHarrmMan. That will be agreeable. You may proceed. 

Mr. Erssroucu. Thank you, sir. 

The tire manufacturing industry continues to believe very strongly 
that this country is in urgent need of the system of Federal interstate 
and defense highways for which H. R. 9075 would provide needed 
revenue. 

At the last session of Congress, we also expressed strongly our belief 
in the pressing nature of this need. We feel now, as we felt then, 
that this highway program is vital to the economic development and 
general well-being of all segments of our population as well as to the 
country’s military defense. 

As provided in H. R. 9075, this system of highways can be financed 
on a pay-as-you-go basis, being paid for largely by revenues collected 
during the actual period of the construction. 

We are very conscious of the fact that Federal excise tax increases 
imposed on tires during World War II were doubled. These increases 
were designated as temporary in nature. 

After World War Il no reduction in these taxes was granted al- 
though excise taxes on many luxury items were cut in half. An 8- 
cent a ponte tax on tires, a neecssity, as proposed in H. R. 9075, is the 
equivalent of approximately a 10-percent ad valorem tax, which is the 
rate now levied on luxuries. 

We are also very conscious of the fact that in 1954 the Federal 
Government collected some $2,203,618,000 in the form of taxes on 
gasoline, oil, tires, automobiles, and trucks. Nearly all of this derived 
from highway users. 
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Over a 15-year period these existing taxes should provide, under 
what we consider a conservative estimate, about $44 billion, or more 
than the cost of the entire proposed new highway program. 

It is also conservatively estimated that $12 billion would come from 
the additional and new taxes provided under H. R. 9075. If this is 
correct, then some $56 billion would be collected in Federal excise 
taxes from all highway users. 

‘These figures are based on a growth factor which may well turn out 
to be substantially lower than what actually materializes. If this is 
so, the revenues as presently estimated are likely to be greatly under- 
stated. 

It should be noted that all estimates made 15 years ago of the eco- 
nomic growth of this country and of the increased use of automotive 
products have been much too low. 

For example, in 1940 it was predicted that in 1955 there would be 
35 million passenger cars on the road; actually there were about 50 
million. These improved highways themselves will contribute greatly 
to accelerated use of automotive products. 

Regardless of these considerations, Government fiscal authorities 
now seem to believe that new revenue is required to finance this ex- 
panded highway program in amounts commensurate with the increase 
in expenditures. If it is concluded that additional taxes upon rubber 
products are required to help finance the highway program, then it 
is our.belief that in its present form H. R. 9075 is equitable, spreading 
the costs of the program fairly among highway users. 

H. R. 9075 would increase the present Federal excise tax on tires 
from 5 cents a pound to 8 cents a pound. 

For the information of the committee, our industry estimates that 
the 1955 domestic shipments of tires and tubes amounted to 3,647 
million pounds. The bill would impose an enirely new tax of 3 cents 
a pound on rubber used in retreading tires. 

The estimated domestic shipments of tread rubber in 1955 amounted 
to 371,500,000 pounds. 

We believe that equitable distribution of the tax burden requires 
the imposition of a tax on this tread rubber, formerly called camel- 
back. This is raw, uncured rubber compound used to retread tires, 
and is heated and cured in the process, and this extends the life of 
the original tire. 

The proposed additional tax on 3 cents a pound on new tires is an 
increase of 60 percent over the present tax, a larger proportionate 
increase than that proposed for any other commodity in the bill. 

The increased annual cost to the average passenger-car owner, 
using the most popular size of tire and tube, the 6.70—-15, would be 
about 76 cents. The cost to him of the proposed new tax on trea 
rubber would be about 8 cents a year, making a total of 84 cents in 
additional or new taxes on rubber products used in passenger cars. 

As it applies to commercial vehicles the proposed tire tax is fair. 
The impact on the very small trucks used largely by farmers and 
small merchants is relatively slight, as it should be. 

In the case of heavy commercial vehicles, including large trucks, 
tractor-trailer combinations and buses, the greater tire weights and 
larger number of wheels naturally mean tax burdens that are rela- 
tively much greater. 
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The increased annual cost to the average operator of a large 14- 
wheel 4-axle tractor-trailer combination, resulting from the proposed 
60-percent increase in the excise tax rate on tires, would be about 
$34.50 a year. The cost to such an operator resulting from the pro- 
posed new tax on tread rubber would be about $9 a year, making a 
total of $43.50 in additional or new rubber taxes. 

The increase of $43.50 a year which would be paid by the operator 
of the combination is 52 times the increased rubber tax of 84 cents 
that would be paid by the average passenger-car owner in a year. 

An attached table shows that if H. R. 9075 were enacted, the average 
operator of a 4-axle tractor-trailer combination would pay in 1 year 
total rubber taxes, old and new combined, 49 times as great as those 
that would be paid in 1 year by the average passenger-car owner. 

The total present taxes of all types now paid by the average operator 
of a large tractor-trailer, including motor-fuel taxes at the Federal 
and State levels, Federal excise taxes on trucks, trailers, buses, tires 
and tubes, and State levies of many types, are in excess of $2,000 per 
vehicle per year as compared with less than $100 paid by the average 
passenger car. 

The large vehicle now pays more than 20 times as much as the pas- 
senger car. The tax increases on tires and tread rubber that are 
proposed here would obviously tend to widen this gap somewhat. 

Highways are for all America. Highway transportation, both 
passenger cars and commercial vehicles, is essential to the livelihood 
of millions of citizens, to the economic health of the 25,000 communi- 
ties served solely by the trucks and buses, and to the needs of thousands 
of retailers and their millions of customers for fast, efficient transport 
of goods. 

In addition, it is, of course, vital to our defense. 

A fine modern system of Federal-aid highways including this pro- 
posed 40-000-mile interstate and defense system, will make for a better 
and a safer life for every man, woman, and child in this country. 

We in the rubber manufacturing industry strongly favor this pro- 
posed legislation because it will bring this great project to reality 
on a practical basis, with fairness to all who use the roads and without 
imposing unjust burdens upon any group, including the 300,000 tire 
dealers and retreaders of this country. 

Thank you, sir. 

The CHamman. Does that complete your statement? 

Mr. Erssroucn. Yes. 

The CaatrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Boges. I have just one question. 

The Cuarkman. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boees. It is reasonable to assume that these Treasury Depart- 
ment estimates on anticipated revenue over a 15-year period could 
very well be quite below what they may be; is that not correct ? 

Mr. E1ssroucn. We believe so, sir. 

Mr. Boces. You pointed out in your printed statement, for instance, 
that the number of automobiles estimated in 1940 as of 1955 was 35 
million. 

Mr. E1ssrovucn. Yes, sir. 
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Mr. Boees. And actually there are 50 million? 

Mr. Etssroucn. That is correct. 

Mr. Boces. So that they missed it by 15 million? 

Mr. E1ssroucn. That is correct, sir. 

Mr. Boees. Computing that on the 10 percent excise tax structure 
on automobiles, that would amount to a tremendous amount of money, 
would it not? 

Mr. Etssroucn. It certainly would. 

In that connection, I would like to amplify some of the figures that 
we used in our statement, particularly in connection with the $44 
billion which we estimated on a conservative basis would be raised by 
the present levies, and the $12 billion that would be raised by the 
proposed new levies. It is interesting to note that, in the period of 
1952 through 1955, during which period present excise tax rates ap- 
plied, the average increase in Federal automotive excise tax collections 
was 10 percent per year. That is average increase. 

This includes taxes on motor fuels, new vehicles, tires and tubes. 

If $44 billion were collected over a 15-year period from 1956 to 
1970, that would be an increase of only 4 percent per year. 

In other words, the statement that present excise taxes having to 
do with motor vehicles, which we said was conservative, would raise 
only $44 billion over the next 15 years, is based on a growth factor 
which is only about one-third as great as actually has been experienced 
during the last 3 years. 

If the growth factor in Federal excise tax collections, based on the 
present tax rates, were to be 10 percent instead of the 4 that we used, 
over the next 15 years the total amount collected, rather than $44 
billion, would be $77 billion. 

On the same basis, the additional and new taxes proposed by the 
Boggs bill would raise not $12 billion but $21 billion. Thus, the total 
that would be raised by the old and new levies proposed in the Boggs 
bill over a 15-year period would be $98 billion. 

In connection with that statement, this, I believe, is also interesting: 

The rate of growth in Federal excise tax—and recall that we used 
the tax 3 years in the last computation—between 1947 and 1950 when 
the rates were the same, and we chose these years during which rates 
were the same purposely, was more than 10 percent. It was about 12 
percent per annum, so that we have had a constant growth in the auto- 
mobile industry, as we know; and, to think that we are going to stay 
static throughout is, I believe, an assumption upon which I don’t 
believe any of us can go. 

I do not propose to be as expert as Secretary Humphrey is on this 
matter, but, as I understand, he pointed out yesterday that there 
seemed to him or to the Treasury Department t obe a deficit of some 
$8 billion in the Boggs bill. 

Well, I do not know any better way to point out than what we have 
pointed out. So that we may assume, however, that, if past growth 
is any criterion to go upon, the difference between $44 billion, based 
on our present situation, and the $77 billion which is a possibility if 
we continue the rate of growth that we have experienced over tlie past 
few years, that difference of $33 billion is a pretty good cushion against 
any estimate that this bill, as of today, is $8 billion short. 

Mr. Boces. Thank you very much. 

73749—_56——_9 
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The Cuarrman. Are there any further questions? 

Mr. Curtis. Mr, Chairman. 

The Cuatrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I wonder if you could supply for the record figures of 
the recent growth in the automobile industry, broken down by trucks 
and passenger cars? 

I would like to see that. 

Mr. E:ssroucn. Yes, sir. 

It is all published information and we would be glad to supply it. 

Mr. Curtis. I know that it is published, but I thought that it would 
be convenient to have it available at this spot. 

(The information requested follows :) 


Federal taxes on motor vehicles and related products 


Federal excise 

tax collections 

on automotive 
products ! 


1947-50 period: 
1947__ 


25 


Average percentage of yearly increase 
1952-53 period: 
1952 


' Includes Federal excise taxes on motor fuel, oil, tires, tubes, motor vehicles (cars, trucks, and buses) 


trailers, and automotive parts and accessories. 

Norte.—In 1951 the Federal excise tax rate on gasoline was increased from 144 to 2 cents per gallon, and a 
new tax on diesel fuel of 2 cents per gallon was instituted. The tax rates on motor vehicles, parts, and 
accessories were all increased by an additional 3 percent in that year. 


Source: U. 8S, Bureau of Internal Revenue and U.S. Bureau of Public Roads, as reported in Automobile 
Facts and Figures, 35th edition, 1955 (Automobile Manufacturers Association), p. 56, 1955, estimated. 


Mr. Curtis. Judging from the testimony given by the bus people 
here, there will be a possible decline in the number of buses. 

Would you say that? 

Mr. E1ssrovcn. A decline in the number of buses ? 

Mr. Curtis. Yes. 

Mr. Etssrovcn. I don’t believe so. 

Mr. Currts. The testimony intimated that the industry is in a pre- 
carious financial position and that there has been a number of com- 
panies going out of business rather than an increase, so that I would 
like to have all the figures that you have on the growth. 

Mr. Etssrovcn. We would be glad to supply the committee with 
that information, but I point out that the taxes collected from that 
particular industry are a small part of these figures that we speak of. 

Mr. Curtts. I appreciate that. 

Thank you. 

The Cuatrman. Mr. Harrison of Virginia will inquire. 

Mr. Harrison. I would just like to ask you about one phase of Mr. 


Burger’s statement, which was a subject on which we have heard him 
speak before. 
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That is a differential in time of payment of the tax on tires as 
between a retail outlet owned by the manufacturer and one owned 
by a retail merchant, selling the same tire in the community. 

Mr. Exssroucu. Well, the facts are that the manufacture pays the 
tax when he bills the tax to a dealer or to a store. In other words, 
that is the time when the tire manufacturer pays the tax. 

Now, whether there is a lapse between the terms offered to dealers 
for payment of those bills as against the terms offered to the company- 
owned store, if you will, is a matter that needs some study, I would say. 

Mr. Boees. In the company-owned store, the manufacturer pays the 
tax when he sells the tire to a customer. 

Mr. Essroucu. To the consumer or to one of his customers who 
may be a dealer. 

I am not defending the company-owned store; I am just trying to 
build the record properly. 

Mr. Boees. I think the point that Mr. Harrison makes is that, in the 
case of the independent dealer who buys a car from the manufacturer, 
this being a manufacturer’s excise, he pays the tax at that point to 
the manufacturer. 

Mr. E:ssroucu. He pays it when he pays his bill, which is not at 
the same time the tires are delivered. 

Mr. Boges. In any event, he is billed for it at that time, and it be- 
comes a liability. 

Mr. Etsproucn. He hasa liability. You are right. 

Mr. Harrison. He either has to have a credit or pay cash. 

Mr. E1ssroucu. That is correct. 

Mr. Bocas. In the case of the manufacturer’s outlet, the manufac- 


turer does not pay that tax until such time as he disposes of the 
tires. He may dispose of it to an automobile owner or to somebody 
else. 
Mr. Harrison. That is the precise — I tried to make. I would 
¢ 


like to know whether you think that is fair or not. 

Mr. Essrovucn. I would not think it was fair if those are the facts, 
but I am of the opinion that all manufacturers do not handle the 
situation as it is implied. Some manufacturers pay the tax, I under- 
ane. as soon as the tires are delivered to the company store; others 
do not. 

I believe that what you are driving at is a problem of collection and 
administration, rather than taxation. 

Mr. Harrison. It is in the law, but should the independent dealer 
then be left to the mercy of the manufacturer under such circumstances, 
or should the law equalize that tax problem ? 

Mr. Erssroucu. It is really a problem of collection and administra- 
tion that Government fiscal agents are qualified to answer. If we are 
seeking to help the dealer here, I would like to put this in the record 
for their benefit; that there is a floor tax imposed by the Boggs bill. 

That tax is payable, I believe, or will be payable as of July 1. 

Again bear in mind that dealers do not pay cash for tires. As the 
bill is today written, they would be required to pay this additional tax 
immediately, as I understand it. 

I believe you might write into the bill for the benefit of the dealers 
some deferred payment plan on that floor tax, which would be more 
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in keeping with the normal periods in which they pay their bills to the 
tire manufacturers. 

I would say an equitable way, just off the cuff, so to speak, would be 
to divide it into six equal payments, which would be a very fine bit of 
assistance for the Government to offer those small-business men. 

Mr. Bosgs. I have one further question. 

If, working with the Treasury Department, this committee could 
devise a method whereby that liability was equalized betwen the inde- 
potent store and the company store, the tire companies would not 
rave any objection. 

Mr. Erssroucn. I don’t believe there would be an iota of objection. 

Mr. Harrison. An ideal way to equalize it would be to equalize it on 
the law, whether the problem comes about as a result of maladministra- 
tion or not. 

Mr. Etssroucn. If that is the way to do it. Iam not an expert on 
how to do it, but if there is an inequity, it certainly should be corrected. 

Mr. Foranp. Would the gentleman yield ? 

Mr. Harrison. Yes. 

Mr. Foranp. I believe I can clarify the point that Mr. Harrison has 
been making. The question is whether or not it is fair to permit the 
manufacturer to deliver his goods to his retail store and not pay the 
tax until he disposes of the merchandise at retail, as against the retail 
dealer who has to purchase his tires and has to carry the tax as a part 
of his inventory. 

Is that the point? 

Mr. Harrison. Yes. 

Mr. Foranp. What is your comment on that ? 

Mr. E:ssroucn. I will venture this opinion and statement on behalf 
of all tire manufacturers, and they may not all agree with me: That, if 
there is an inequiey and if you gentlemen can correct it by law, either 
through your administration of the law or the law itself—and you are 
best able to judge which is the better way to do it—then you should 
do it. 

Mr. Foranp. What would you think of the idea of imposing the tax 
on the manufacturer at the time that his merchandise leaves his ware- 
house for the retail store so that the merchandise that is carried in his 
store would be carrying the tax as part of its inventory like the retail 
dealer has to do? 

Mr. Etssroucn. Frankly, you are embarrassing me a little bit. Ido 
not want to be embarrassed, particularly at this moment, but I will say 
that, as rubber manufacturers, we are paying the Government taxés 
long before we collect them. 

That is a statement I would like to leave here. 

Mr. Foranp. That is because of your method of bookkeeping? 

Mr. Erssrovcn. It is a method that I should not say we have been 
led inte, but we have gotten into over the years, and it is a subject 
that we are studying at the moment. 

I would prefer the whole subject be left until such time as we can 
make a proper presentation of it, because I think we have something 
to say for ourselves on the subject, as well as for the dealers. 

Mr. Harrison. Mr. Chairman, I call the gentleman’s attention to 
the fact that we have been holding public hearings in the committee 
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all fall, and the hearings are closed and the time has come to do some- 
thing about it. 

Mr. E1ssroucn. I believe you gentlemen will be offered an oppor- 
tunity to do something in the near future. 

Mr. Harrison. We have been given that opportunity. We have 
held public hearings on the subject. 

Mr. Etssroucn. Well, I am not particularly referring only to the 
problem of the difference of collecting the tax as far as dealer ship- 
ments versus company-owned store shipments as they are affected by 
the situation. There is a great deal more to it than just that, although 
I do say that if there is an inequity in your opinion at the moment 
on that particular phase of it, we believe it is an administration prob- 
lem rather than a tax problem. 

However, if you can find some way to write it into the law, I am 
sure no manufacturer will object. 

The CuHamrman. We thank you for your appearance and the infor- 
mation given the committee. 

The committee will now adjourn until 10 o’clock in the morning. 

(Whereupon, at 3:55 p. m. the committee recessed, to reconvene 
at 10 a. m. Thursday, February 16, 1956.) 
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THURSDAY, FEBRUARY 16, 1956 


House or RepresENTATIVES, 
CoMMITTEE ON Ways AND Means, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the House C ommittee on W ays and Means, Hon. Jere 
Cooper (chairman), presiding. 

The Cuatrman. The committee will be in order, 

The first witness appearing on the calendar is Mr. Russell W. 
Laxson. 

Is Mr. Laxson here? 

Mr. Laxson. Yes, sir. 

The Cuairman. Come forward, please. 

Mr. Laxson, will you give your name and address and the capacity 
in which you appear, for the record ? 


STATEMENT OF RUSSELL W. LAXSON, ADMINISTRATIVE VICE 
PRESIDENT, ISLAND CREEK COAL CO., AND CHAIRMAN OF THE 
TAX COMMITTEE, NATIONAL COAL ASSOCIATION 


Mr. Laxson. My name is Russell W. Laxson. I am administrative 
vice-president of Island Creek Coal Co., Huntington, W. Va. 

I appear here today in my capacity ‘as chairman of the tax com- 
mittee of the National Coal Association. The National Coal Asso- 
ciation is the trade association of bituminous coal mine owners and 
operators whose production totals more than 65 percent of all the 
commercial bituminous coal produced in the United States. 

The bituminous coal industry takes no position as to whether or 
_ the proposed highway construction program should be under- 
taken. 

Neither do we take a position with respect to the amount or the 
impact of the proposed tax increases on highway users to pay for the 
road building program. 

The Cuarrman. As a matter of inquiry, then, why are you here? 

Mr. Laxson. My next paragraph will explain. 

The Cuarman. What is coal’s interest in these excise taxes? 

Mr. Laxson. To maintain or gain the exemption from the tax for 
off-highway use of trucks, diesel fuels, and so forth. 

The Cuarraan. All right, you may go ahead. 

Mr. Laxson. We have been concerned with the possibility that in- 
creased taxes to pay for the road building program might be levied in 
part against persons owning or using equipment which never travels 
on the highways. 
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However, H. R. 9075 as presently drafted appears to afford sub- 
stantial protection against increases in these excise taxes to the non- 
highway users of gasoline, diesel fuel, and rubber tires. 

Our appearance here is for the purpose of giving support to these 
protective provisions and to record justification for their inclusion in 
this bill. 

In the coal industry there is a substantial amount of underground 
mining equipment, such as shuttle cars, cutting machines, drills, et 
cetera, which uses rubber tires. 

Aboveground, especially in strip mining operations, there are large 
trucks which transport coal from the strip pits to preparation plants, 
running entirely on special roads built on company property, and 
there are other leew trucks which transport waste materia] from the 
preparation plant to refuse piles, again on company built roads on 
company property. 

The operation of the above-mentioned equipment does not entail the 
use of any public highways. 

At present, based on a study made by National Coal Association, it 
is indicated that the bituminous-coal industry at the present tax rate 
of 5 cents per pound on tires and 9 cents per pound on tubes, is paying 
excise taxes at the rate of approximately $400,000 per year on tires an 
tubes purchased for off-highway use. 

Gasoline purchased for off-highway use approximates 8 million gal- 
lons, on which at the present rate of 2 cents per gallon, $160,000 of 
excise is paid. 

The present Internal Revenue Code already exempts from taxation 
use of diesel fuel in vehicles designed for off-highway use. 

The retention of the protective features presently contained in this 
bill is of extreme importance to the coal industry, since the 3 cents per 
pound proposed increase in the tax on tires would add $220,000 to the 
cost of tires, the 1-cent-per-gallon proposed increase on gasoline would 
add $80,000, and a 1-cent-per-gallon tax on diesel fuel—on which the 
industry usage is 50 million gallons per year—would cost the industry 
$500,000. 

In a revenue measure which has as its prime purpose a user tax to 
finance highway improvements, there can be no justification for im- 
posing an increased burden on the operation of vehicles which obtain 
no benefit from present or future public roads or highways. 

Of course, the excise tax will apply to tires and fuel used by coal- 
company equipment which does use public highways. 

In H. R. 9075 as presently written, there are possibly two items on 
which further clarification would be advisable. 

Proposed paragraph (A) (1) of section 4071 of the code provides 
that the increased tax rate shall apply to tires “of the type” used on 
highway vehicles. 

While it is true that most of the tires used for off-highway purposes 
are of a different type and construction from those generally used on 
highways, there are some categories of tires which can be used inter- 
changeably. Provision should be made for refund upon certification 
by the purchaser that such tires were for off-highway use. This same 
exemption should be afforded to purchases of diesel fuel and gasoline 
for off-highway use, even though the vehicle is of a type which could 
be licensed for highway use. 
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Also, there is some confusion as to the applicability of the excise 
tax on the purchase price of trucks and truck trailers which are used 
for off-highway purposes. 

It is suggested that the language of section 3 of the bill be amended 
to specifically exempt from the increase in tax rate from 8 to 10 per- 
cent any truck and truck trailers which are purchased for off-highway 
use. 

One additional comment on this subject seems appropriate. The 
present Internal Revenue Code calls for reductions in some of these 
excise-tax rates on April 1, 1956. The bill now under consideration 
is automatically extending present rates as well as adding specific 
increases to cover highway construction. We believe that the revoca- 
tion of the scheduled excise-tax decreases should be covered by sep- 
arate discussions and not blanketed with the provision for a highway 
construction program. 

I wish to thank you for the opportunity to appear before you. 

The CuatrMAN. Does that complete your statement, sir? 

Mr. Laxson. Yes, sir. 

The CHamman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Eberharter of Pennsylvania, will inquire. 

Mr. Espernarter. Mr. Laxson, have you prepared language for 
your suggested amendment? 

Mr. Laxson. I believe the staff will prepare that. I have not sub- 
mitted any, specifically, with my statement. We can do it. 

Mr. Esernarter. Let me suggest you do that because it will be 
helpful to us when we go into executive session on this. 

Mr. Laxson. Yes, sir; we will do that. 

(The information requested follows:) 


AMENDMENTs TO H. R. 9075 CoNSIDERED NECESSARY TO FULLY Exempt OFr- 
HigHWAyY USE oF Trres, DreseL Fuert, GASOLINE AND TRUCKS FROM THE 
Proposep TAx INCREASES 


I. TIRES FOR OFF-HIGHWAY USE 


(1) In section 4 of H. R. 9075, beginning at line 23, insert a new subsection 
(b) of section 4071 of the code (redesignating proposed subsecs. (b) and (c) as 
(c) and (d), respectively), reading as follows: 

“(b) Reduced Rate in Certain Cases——Under regulations prescribed by the 
Secretary or his delegate, in the case of sales by the manufacturer, producer, or 
importer of— 

(1) tires of the type used on highway vehicles, for use on a vehicle which 
does not travel on the highways, the tax imposed by subsection (a) (1) 
shall be 5 cents a pound in lieu of 8 cents a pound, and 

(2) tread rubber for use otherwise than in recapping or retreading tires 
used on a vehicle which travels on the highways, no tax shall be payable 
under subsection (a) (4).” 

(2) In subsection (b) of section 7 of H. R. 9075 (beginning at line 18, p. 13). 
add the following new subsections to subsection 6416 (b) (2) of the code: 

“(M) In the case of tires in respect of which tax was paid under section 4071 
(a) (1) at the rate of 8 cents a pound, used or resold for use on a vehicle which 
does not travel on the highways; except that the amount of such overpayment 
shall not exceed an amount computed at the rate of 3 cents a pound; 

“(N) In the case of tread rubber in respect of which tax was paid under section 
4071 (a) (4), used or resold for use in recapping or retreading tires for use on 
a vehicle which does not travel on the highways.” 
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Il, DIESEL FUEL FOR OFF-HIGHWAY USE 


(1) Delete subsection 2 (a) of H. R. 9075 (beginning at line 5, p. 2) and insert 
in lieu thereof the following: 


“(a) Diesel Fuel. 

“(1) In General.—Subsection (a) of section 4041 (relating to tax on diesel 
fuel) is amended by inserting the words ‘In General’ after the words ‘Diesel 
Fuel’, and by striking out ‘2 cents a gallon’ and inserting in lieu thereof ‘3 cents 
a gallon’. 

“(2) Reduced Rate in Certain Cases.—Section 4041 (relating to special fuels) 
is amended by redesignating subsections (b) and (c) thereof as (c) and (d), 
respectively, and by inserting therein a new subsection (b) reading as follows: 

“*(b) Reduced Rate in Certain Cases.—Under regulations prescribed by the 
Secretary or his delegate, in the case of any liquid taxable under subsection 
(a) of this section sold for use or used otherwise than as a fuel in a vehicle 
used on the highways, the tax imposed by subsection (a) shall be 2 cents a 
gallon in lieu of 3 cents a gallon.’ ” 

(2) In subsection (b) of section 7 of H. R. 9075 (beginning at line 18, p. 13), 
add the following new subsection to subsection 6416 (b) (2) of the code: 

“(O) In the case of a liquid in respect of which tax was paid under section 
44041 (a) at the rate of 3 cents a gallon, used or resold for use on a vehicle 
which does not travel on the highways; except that the amount of such over- 
payment shall not exceed an amount computed at the rate of 1 cent a gallon;” 

(3) Make the necessary amendments to conform existing and proposed lan- 
guage to the redesignation of subsections (b) and (c) of section 4041 as sub- 
sections (c) and (d) respectively—including sections 2 (b) and (c) of H. R. 
9075, proposed sections 6416 (b) (2) (J) and 6416 (b) (2) (L) of the code, 
and present sections 6416 (b) (2) (H) and 4222 of the code. 


III. GASOLINE FOR OFF-HIGHWAY USE 


(1) Amend section 5 of H. R. 9075 by striking out in proposed subsection (b) 
of section 4081 the words (beginning on line 14, p. 5 of H. R. 9075) “for use 
other than as a fuel in a highway vehicle” and inserting in lieu thereof the 
words “for use otherwise than as a fuel in a vehicle used on the highways.” 

(2) Amend section 7 of H. R. 9075 by striking out in proposed subsection 
6416 (b) (2) (K) the words (beginning in line 14, p. 12 of H. R. 9075) “for 
use otherwise than as a fuel in a highway vehicle” and inserting in lieu thereof 
the words “‘for use otherwise than as a fuel in a vehicle used on the highways.” 


IV. TRUCKS FOR OFF-HIGHWAY USE 


(1) Amend section 3 of H. R. 9075 (beginning on p. 3, line 1) by designating 
the present provisions thereof as subsection (a) and adding a new subsection 
(b) as follows: 

“(b) Reduced Rate in Special Cases—Section 4061 is amended by adding 
thereto a new subsection (c) as follows: 

“*(c) Reduced Rate in Certain Cases.—Under regulations prescribed by the 
Secretary or his delegate, in the case of articles taxable under subsection (a) 
(1) of this section, sold for use or used otherwise than on the highways, the 
tax imposed by subsection (a) (1) shall be 8 percent in lieu of 10 percent.’ ” 

(2) In subsection (b) of section 7 of H. R. 9075 (beginning at line 18, p. 13), 
add the following new subsection to subsection 6416 (b) (2) of the code: 

“(P) In the case of an article in respect of which tax was paid under section 
4061 (a) (1) at the rate of 10 percent, used or resold for use otherwise than 
on the highways; except that the amount of such overpayment shall not exceed 
an amount computed at the rate of 2 percent.” 


The Cuarrman. Are there any further questions? 

We thank you for your appearance and the information you have 
given the committee. 

Mr. Reed is now recognized. 

Mr. Reep. I have clipped from the New York Herald Tribune of 
February 16, 1956, part of a little article here which may be of interest 
to the committee because it points out the economic value of the pro- 
posed highway programs. It says: 
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The New York Thruway has resulted in the construction of more than $150 
million worth of new enterprises, with an annual payroll of more than $100 mil- 
lion, C. D. Curtiss, Commissioner of the Bureau of Public Roads, told the Asso- 
ciated General Contractors of America, Inc., at its 37th annual meeting in the 
Waldorf-Astoria yesterday. 

Mr. Curtiss said these enterprises had been estimated to employ some 30,000, 
and that they ranged from a $4 million television assembly plant at Batavia, 
N. Y., to a $30 million shipping center at Yonkers, N. Y. 

Reviewing these and other incidental benefits of modern highway construc- 
tion, he observed that a series of tests made by transportation experts at Gen- 
eral Electric Co. had also revealed substantial savings for existing industries. 

GE trucks traveled an average of 10.64 miles on hour faster on the thru- 
way than on parallel routes of conventional design on round trips from Buffalo 
and Schenectady, and saved 14.2 gallons of fuel, made 298 fewer gear shifts and 
69 fewer full stops. 


I would like to put that in the record, if I may. 
The CHarrman. Without objection, it is so ordered. 
(The article referred to is as follows:) 


Turuway Spurs NEw ENTERPRISES—MANY BENEFITS FROM PIKE TOLD 
By Max Forester 


The New York Thruway has resulted in the construction of more than $150 
million worth of new enterprises, with an annual payroll of more than $100 mil- 
lion, C. D. Curtiss, Commissioner of the Bureau of Public Roads,.told the Asso- 
ciated General Contractors of America, Inc., at its 37th annual meeting in the 
Waldorf-Astoria yesterday. 

Mr. Curtiss said these enterprises had been estimated to employ some 30,000, 
and that they ranged from a $4 million television assembly plant at Batavia, 
N. Y., to a $30 million shopping center at Yonkers, N. Y. 

Reviewing these and other incidental benefits of modern highway construc- 
tion, he observed that a series of tests made by transportation experts at General 
Electric Co. had also revealed substantial savings for existing industries. 

GE trucks traveled an. average of 10.64 miles an hour faster on the thruway 
than on parallel routes of conventional design, on round trips between Buffalo 
and Schenectady, and saved 14.2 gallons of fuel, made 298 fewer gear shifts and 
69 fewer full stops. 

The Cuatrman. The next witness on the calendar is Mr. Winston 
W. Marsh. 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF WINSTON W. MARSH, EXECUTIVE SECRETARY AND 
GENERAL MANAGER, NATIONAL TIRE DEALERS & RETREADERS 
ASSOCIATION 


Mr. Marsu. My name is Winston W. Marsh. I am the executive 
secretary and general manager of the National Tire Dealers and 
Retreaders Association. Our membership is composed of tire dealers 
and retreaders in all 48 States who own their own business and are 
all basically small-business men. 

These members are not concerned in any way with tire manufactur- 
ers, chainstores, or other factory-type onlin for tires. 

The association is a nonprofit organization and is the only trade 
association which represents the independent tire dealers and re- 
treaders in the country. These small independent businessmen are 
engaged primarily in furnishing retail services, incident to the sale of 
new and retreaded tires. 
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Tire dealers and retreaders vigorously support the much-needed 
interstate defense highway system program. 

Realizing that this great national highway ponent must be paid 
for through some form of taxation and further realizing that the 
best interests of the Nation will be served by new highways, tire 
dealers stand ready to pay their fair share. 

H. R. 9075 proposes to raise the necessary revenues to construct this 
highway system by taxes on gasoline, diesel fuel, trucks, trailers, 
buses, tires and tread rubber. The obvious theory of this bill is to 
levy the burden on the users of the highways. 

Since this program of taxing the users is apparently the only work- 
able solution to the problem of raising these revenues, the association 
certainly has no quarrel with a flat rate across-the-board tax assessed 
along these lines as long as the composition of the tax is equitable and 
a not cause dire consequences to any segment of the American 
industry. 

In oa remarks about the Boggs bill, we will confine ourselves, as 
we should, to those items which deal with our industry. 

On the new tires, we find the taxes handled in the manner we sug- 
gested in our previous testimony, equitably across the board. It is 
the proposed tax on tread rubber which gives us grave concern. 

The independent tire dealer has found himself with a shrinking 
percentage of the Nation’s tire business. He has individually and 
through his association sought allied sources of business to strengthen 
and improve his own position. 

There were some who believed retreading was part of the answer. 
The economies afforded by retreading were attractive to motorists 
and trucker alike, 

Retreading was nourished and built by the independent tire dealer 
who rendered his customers a personalized cost-saving service. 

During World War IT, the tire dealer kept the Nation on wheels 
through retreading. This accomplishment by the tire dealer was all 
the more remarkable since he had to use ersatz material and equipment. 
This experience pointed out to the tire dealer that retreading was one 
part of his business which he could call his own. 

Concern for the public, and the desire to improve the service, 
prompted the tire retreaders to form what is known as the Tire 
Retreading Institute, to form high standards of quality and a sound 
code of ethics. 

Today many a dealer’s new-tire department is subsidized by the 
profits of the retreading department. 

The tire manufacturers, too, saw a profit in retreading and through 
their company-owned outlets, opened retreading plants. These rub- 
ber company outlets have grown from about 5 percent of the total 
volume of retreading 7 years ago, to 20-25 percent today. 

While fighting to maintain his competitive postion, the tire dealer 
is caught in the very framework of the excise-tax program. 

Under the present tax structure of 5 cents per pound tax on new 
tires, and 9 cents per pound on tubes, the tire dealer—according to 
William O'Neil, president of the General Tire & Rubber Co.—now 
has 6.3 percent of his capital investment tied up in prepaid inventory. 

The tire dealer must pay the tax in advance; that is, when he buys 
from his supplier. 
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Under the industry’s present system, the tax on new tires is not 
included in the retail price of the tire so that the tire dealer is un- 
able to get back what it costs him to handle the tax. 

In contrast to this, company-owned stores do not pay their excise 
tax until after they sell the merchandise. These company-owned 
outlets, therefore, have 6.3 percent less capital tied up than their 
independent tire dealer competitor. 

Now, the tire dealer finds that the Government is planning to in- 
crease the amount of his inventory which will be tied up in prepaid 
taxes. The proposed new tax on highway tires is 3 cents per pound. 

Now, add to this the proposed tax of 3 cents per pound on all 
tread rubber and the dealer has a greatly increased capital invest- 
ment problem. It appears as if these additional taxes, plus the 
present taxes, will amount to some 10 percent of his total investment. 
This means that an inventory of $20,000 would have $2,000 in taxes; 
an inventory of $100,000 would have $10,000 in taxes. 

Let us not forget that he also has to lay out cash for the pro- 
posed new floor tax on tires and tread rubber. Not only does the 
dealer have a tremendous prepaid tax tying up part of his capital 
investment, but he is being faced with serious marketing Sahobiipia: 

As previously stated, the tax on new tires is not considered as 
part of the selling price. Thus, we have new tire advertisements 
featuring prices like $9.95 followed by the words “plus tax,” in 
small type. 

Tire dealers have contended that new tire prices should include 
taxes and a consideration for handling. 

To be consistent, tire dealers will undoubtedly inelude any taxes 
levied on tread rubber in the price of retreading, so the price of a 
retread of $11.95 must now add the tax and also the bookkeeping costs 
for handling the tax, thus bringing the advertised selling price of 
a retread to $12.85. This is to be sold in competition—plus the cost 
= casing, if needed—against featured prices of $9.95, $10.95, and the 
like. 

The so-called price differential has not been maintained. Instead, 
it has been widened. If the tax on the new tire was included in the 
advertised price, then the retread could keep the differential. 

However, this is contrary to the way this industry has been 
operating. 

The way that tread rubber is bought presents another problem, 
Tread rubber purchased by the retreader is bought by the pound. 
The delivered price of this retreading service is calculated not by the 
weight of the tread rubber used, but by the length in feet or yards 
of the tread rubber applied. 

With a prepaid tax in tread rubber by the pound, there is no con- 
sideration given to the waste or loss in processing. The retreader 
can’t recover the tax if he isn’t able to use every single bit of the rubber 
because tread rubber is his raw material. 

At the same time, we are considering the price differentials, it should 
be pointed out that this tax on retreading could easily encourage tire 
manufacturers to bring out reduced quality, low-price tires that will 
sell at a price below the selling price of the retread. The quality 
retread is safer than the low quality new tire. 
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Safety and economy together are building the retreader’s business. 
If the retreader must add a tax to his service, then, even with a pro- 
portionate increase on new tires, he may be forced out of the safe, but 
economical class. , : 

Our members can pass on the tax on new tires and retain their 
customers, but they cannot pass on the tax on retreading without fear 
of losing their customers. on 

As the retread price increases, the more difficult it will be to sell 
retreading to the consumer as both a safe and economical service. 
Obviously, the retreader will be caught squarely in a cost-price squeeze. 

The proposed tax on tread rubber is really a tax on a service. The 
average retreading job is performed on the customer’s tire so that the 
cost is not that of the carcass, but only the cost of the labor and 
materials to rebuild the tire. No other automotive service is being 
taxed to pay for the building of highways. 

The proposed bill also includes an exemption for off-the-road new 
tires, but fails to exempt tread rubber on such items as farm, industrial, 
airplanes, or other off-the-road tires as is the case with new tires. 
Surely there is no intention to give exemption on new tires not used 
on the road and then fail to follow the same procedure on tread rubber. 

The independent tire dealer has looked long and hard at the proposed 
taxes. He has looked at the effect it will have on the consumer. 

Contrary to much that has been written, the man who drives the 
car and buys the gas and tires is only faced with a tax of about 2 
cents per day. The cost factor to the highway user is really quite 
small, the return in 40,000 miles of national highways is astronomical. 

The dealer then considers the factory outlets or company-owned 
stores. Under the present law, they are regarded as part of the fac- 
Re Te and do not pay the tax until after they have made 
the sale, 

They actually gain under a new tax-since the independent tire 
dealer—retreader competitor—will have even more of his capital tied 
up in excise taxes and realize an even smaller return on his investment. 

The dealer considers the place retreading has in the Nation’s econ- 
omy and defense. 

Retreading was a vital and integral part of keeping the Nation on 
wheels during World War II, and the Korean emergency, and is 
being counted on in the event of any future emergency. If this Nation 
keeps moving on the roads in another emergency, it will do so on 
retreaded tires. 

If retreading is encouraged at this time, it can be an important fac- 
tor not only in defense but in the Nation’s economy. Retreaders 
want to continue to provide safe, low-cost transportation to the 
Nation’s millions of low and medium income tire users. 

The tire dealer considers, then, his own position. In a highly com- 
petitive industry the dealer finds under the present excise tax structure 
and the proposed taxes on new tires, that 10 percent of his inventory 
investment, 7 percent of his accounts receivable, 7 percent of his total 
sales, are without profit, or even handling charges. 

It becomes obvious that the dealer has deep concern over his ability 
to carry his stare of highway taxes. 

Is it too much to ask that his burden not be made even heavier? The 
dealer asks that the proposed tax on tread rubber be eliminated. 
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We genuinely appreciate the opportunity afforded us by this com- 
mittee in letting us appear here today. We reiterate our support of 
the interstate defense highway program. We ask that you hear the 
plea of America’s retreaders. We know that you will give this plea 
your thoughtful consideration. 

’ The CHamman. Does that complete your statement ? 

Mr. Marsu. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Boees. I have a few questions. 

The Cuatrman. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boces. What is the rate proposed on retread rubber in the bill 
which I have introduced ? 

Mr. Marsu. I did not quite get the question. 

Mr. Boces. What is the proposed rate? 

Mr. Marsu. On retreading? Three cents a pound on tread rubber 
itself. 

Mr. Boces. I have some figures, supplied yesterday by the tire 
manufacturers, which said that would cost the average motorist 8 
cents a year. 

Mr. Marsu. Yes, sir; I heard that. 

Mr. Boces. Are those figures accurate ? 

Mr. Marsu. Eight cents is predicated on the fact that 1 out of 3 
motorists own—he said, I believe, on a popular size tire, the small 
passenger tire, would use approximately 8 pounds of rubber—the tax 
on that would be 24 cents. 

Broken down and assuming that 1 out of 3 motorists would use it, 
that would be 8 cents. 

However, there is no reason to believe that that figure would remain 
static, that only 1 out of 3 would use it. Because if the tax becomes 
prohibitively high, fewer motorists would use it and if given some en- 
couragement more motorists might use it. 

The 24 cents that is computed per tire would be reflected in an in- 
crease of approximately 72 cents, or 75 cents in the price of the finished 
product, because there are certain processing charges that go beyond 
the material. 

Mr. Boces. I do not quite understand it. How many pounds do you 
use in the average passenger tire ? 

Mr. Marsn. Ten or eleven pounds of rubber is used in the average 
passenger tire. 

Mr. Boces. For each tire? 

Mr. Marsu. For each tire. 

Mr. Boces. So if you use 10 pounds it will be 30 cents ? 

Mr. Marsn. Tax? 

Mr. Boces. Thirty cents tax. Now, what is the average cost of 
retreading the tire ? 

Mr. Marsu. The average cost we are using here on about the same 
size tire is $11.95. 

Mr. Boces. That is delivered to the owner ? 

Mr. Marsu. That is delivered to the consumer, the user. 

Mr. Boces. Now, what would be the increase in tax on a new tire? 

Mr. Marsu. The increased tax on a new tire about that size, a 22- 
or 23-pound tire, would be approximately 69 or 70 cents. 
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Mr. Boges. So you would have 70 cents increase on a new tire, but 
about 30 cents increase on a retreaded tire ? 

Mr. Marsu. On the tax ? 

Mr. Boces. Weare talking about tax. 

Mr. Marsn. But there is one small matter that enters into this thing 
which has been overlooked. That is the fact that the tire manufacturer 
who collects this tax and returns it to the Government can compensate 
or adjust his price of the finished tire by allowing himself some con- 
sideration =% andling charge for collecting that 70 cents tax on the 
new tire. If the retreader were to do the samething, which we think 
he is entitled to, he must of necessity adjust that 30-cent tax on the 
retread to a higher figure in order to compensate for his collection 
charges. 

Mr. Boees. Does that not work both ways? If the tire manufac- 
turer is going to increase his cost in order to service the tax, as you 
point out, will not that increase the spread between the retread and 
new tire? 

Mr. Marsu. Except for the fact that he is still able to feature in 
his advertising the lower price of the tire, the tax carried today in 
an advertisement in the marketing fields is not carried in the price 
of the tire. It is carried as a small addendum at the end, which says 

“plus tax.” 

Mr. Risen: The tire people came in yesterday and said they approve 
this. Do you think it would be equitable to increase the tax on a new 
tire by 80 or 90 cents and not ine rease the tax at all on retreads? 

Mr. Marsu. Would I think so, sir? 

Mr. Boaes. Yes. 

Mr. Marsu. Yes, sir. 

Mr. Boces. What was the tax proposed in the Fallon bill last year? 

Mr. Marsu. The tax on the Fallon bill was levied principally on 
truck tires. 

Mr. Boces. How much was that? 

Mr. Marsu. I think the final bill was 15 cents a pound, tires with 
6-inch crown width. 

Of course, at 15 cents a pound we had little justification to remain 
in the retreading business. 

Mr. Boges. I gather, then, that you were against it ? 

Mr. Marsu. That isr ight. 

Mr. Boces. You are now against 3 cents a pound ? 

Mr. Marsn. I want to link the two points together. We are not 
objecting to the tax on new tires. 

Mr. Boces. You say you are not objecting ? 

Mr. Marsu. We are not. objecting to the tax on new tires. I hope 
I have made that clear. 

Mr. Boces. I can understand why you are not objecting to that, 
because you would put a 90 cents additional tax on a new tire and you 
would not put any tax on a retread. 

Mr. Marsu. But, Mr. Boggs, please remember that our people 
also sell new tires and do a very tremendous volume in new tires. 

In accepting any tax on new tires as part of our scheme of things, it 
works up to a tremendous responsibility in capital investment, a bur- 

den that we must somehow or other assimilate in our business. 

Mr. Boces. In connection with that point, you understand if any 
person in the appliance business buys a refrigerator or television or 
radio, he pays a 10 percent excise tax. 
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Now, we discussed that yesterday and 1 think this committee is go- 
ing to take a very good look at that, but insofar as the capital outlay, 
every person in the appliance business has the same type of problem. 

Mr. Marsu. I merely want to repeat, we are not objecting to the 
problem. It gives usa problem. We have the problem of borrowing 
money like any other small-business man does to take care of the prob- 
lem such as this that comes along. 

We are asking that the tax on retreading will not be added to the 
burdens we already have. 

Mr. Boaas. Do you consider a tax which averages out 8 cents a year 
a burdensome tax ¢ 

Mr. Marsu. But I don’t believe it is 8 cents a year. It is 30 cents 
per tire and if that differential becomes too close and we are not able 
to market that in the right way, it won’t even be 30 cents; it will be 
less than that. 

Mr. Boaes. Obviously the differential is wide. If you pay 30 cents 
and the other man pays 75 or 80 or 90 cents, you have increased the 
differential. Why the difference? 

Mr. Marsn. We also have great fear that we may not be able to 
stop it. 

Mr. Boges. Let us get back to that differential because I do not 
quite understand that. 

Mr. Marsu. Let us take the advertised price of the tire—— 

Mr. Bocas. Now, the advertised price, that is the trade price. You 
‘an advertise the same thing, can you not? You can advertise re- 
treaded, X number of dollars, with tax 20 cents. 

Mr. Marsu. It would tend to encourage the very thing we believe 
is wrong. We don’t think that the new tires, the tax on new tires, 
should be separated. We think they should be one. 

We have not been able to convince the tire manufacturers that that 
is a reasonable approach to the problem. 

Mr. Boces. That is a trade practice. That is not something that 
this committee can make a decision on. 

If you care to merchandise your product in a different way than 
somebody else, that is your business. All we can try to do is to be 
fair and equitable. 

If we impose a tax of 80 cents on a new product which is competi- 
tive to yours and impose no tax on yours, are we being fair and 
equitable ? 

Mr. Marsu. Of course, Mr. Boggs, that does not hold true straight 
across the line. 

In other words, on off-the-road tires, farm tires—— 

Mr. Boaas. I think that is something we will have to take a look 
at. I do not think it was the intent of the committee to make any 
distinction in that respect. 

Mr. Marsu. We also have this problem of being processors of tread 
rubber. We have resulting losses within our own operation that we 
have no way of compensating. 

Possibly that can be handled, too, if we have the tax on tread rubber. 
At least, we hope it can be handled because the manufacturer does 
not have to charge his excise tax except on the finished product ready 
to roll. 

73749—56——10 
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In our particular case we are being asked by this bill to absorb the 
loss in processing, ourselves. 

Mr. Boaes. Yes, but you still have the spread, you see, of 24 cents, 
approximately, and 80 cents, approximately. If you take the 24 
cents off, you would have a spread of 80 cents to zero. 

Mr. Marsu. I see what you mean. On the other hand, Mr. Boggs, 
every one of these things that we are speaking of here has a tendency to 
shrink that spread, our position at the present time is so highly com- 
petitive with the new tires. 

As a matter of fact, our retreads are selling at the price of a great 
number of new tires offered for sale. 


Mr. Bocas. We are trying to be fair and equitable in writing the 
bill. 

Do you think it will be a fair proposition from the competitive 
point of view—this is a competitive situation—to impose a new tax 
of approximately 80 cents on a new tire and impose no tax at all on 
the tire that might be competitive to that tire? 

Mr. Marsu. Well, Mr. Boggs, the one point we are not looking at is 
the tax on the tire we are talking about, we have already paid. 

The Cuatrman. You have not answered the question. 

Mr. Marsn. I think it is fair for the simple reason that the tax 
on the tire which we retread has already been paid. 

Mr. Bocas. Do you sell retread tires to different owners than the 
people who owned. them originally ? 

Mr. Marsn. That is done, but it is a very, very smal] part of the 
industry. It is not a large practice. 

Mr. Bocas. There is no reason why it cannot be? 

Mr. Marsu. No reason in the world why it could not be. 

Mr. Boaas. I have no further questions. 

The Cuatrman. Mr. Mills of Arkansas, will inquire. 

Mr. Mirus. On page 2 of your statement you say that the inde- 
pendent tire dealer has found himself with a shrinking percentage of 
the Nation’s tire business. When did that shrinking percentage set 
in? 

Mr. Marsu. When did it end ? 

Mr. Mitts. No, when did it begin? 

Mr. Marsu. It began some 30 years ago. One time we enjoyed 
approximately 98 percent of the business. It has continued to shrek 
until now, depending on what standard you are judged by, we are 
only doing 48 percent. 

Mr. Mitts. Tous statement there has reference to the percentage 
of the retread business done by the independent tire dealer ? 

Mr. Marsu. No, sir; my statement has reference to, first, new tires. 
We are getting a shrinking percentage of the new tire business. 

I pointed out at the lower part of page 2 that we are now getting 
a lesser percentage of the retreading business as a result of the com- 
pany-owned retread plant competition. 

Mr. Mizzs. Do you have those figures available to show how the 
business has declilned year by year, say, since 1945 or 1946? 

Mr. Marsu. Mr. Mills, I can supply figures. My problem with 
the figures is to give them to you so that they would be completely 
understandable in this regard. 

We have thousands upon thousands of service stations that sell 
tires. One person may come to a tire dealer. Another person may 
not. We can see those percentages. 
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If you would like to have us supply what we think it is we will 
be very happy to do so. 

Mr. Muus. I would, because the last figures I have seen on the 
percentage of the retread market, I believe, were 1947. Up to that 
time it appeared that there has been a growth each year in the 
number of retread tires sold as a percentage of the total number. 

Mr. Marsu. That is true. Maybe I misunderstood your question. 

The pecrentage of the number of users who are putting retreading 
into practice in America has grown and I think percentagewise it 
has grown a certain amount. We do have figures on that. 

Mr. Miuus. That is why I have difficulty in understanding what you 
mean in this statement that the independent tire dealer has found 
himself with a shrinking percentage of the Nation’s tire business. 

Mr. Marsu. In that case we are referring to the new-tire busi- 
ness. At the bottom of page 2 we specifically refer to the retread 
business. 

Mr. Mitts. What you are talking about in that sentence, then, is 
the increased sale through retail establishments of tires by the tire 
manufacturer. Is that what you mean? 

Mr. Marsn. Not alone specifically. We are finding great com- 
petition from oil companies through their controlled outlets. We 
are finding tremendous competition from the large chains and mail- 
order houses. 

There are a great number of factors. We have problems that are 
causing us to lose our historic share of the market. 

Mr. Miuts. There is nothing in Mr. Boggs’ bill, however, that bears 
on that particular point. 

Mr. Marsnu. The only reason for our bringing in this thing is that 
we are caught in the squeeze which we are hopeful will not be made 
any worse because we are already having troubles. 

Mr. Muus. There is nothing in the Boggs bill, though, that has 
anything to do with this competition between the tire manufacturer 
and the oil company on the one hand, and the independent tire dealer 
on the other hand ‘ 

Mr. Marsn. Only insofar as we relate later on in my testimony here 
to the method of collecting the tax. 

Mr. Mitzs. That is all. 

(Mr. Marsh later submitted the following additional information :) 

NATIONAL TIRE DEALERS AND RETREADERS ASSOCIATION, INC., 
Washington, D. C., February 20, 1956. 
Hon. Wixeur D. MILs, 


Congressman, State of Arkansas, 
House of Representatives, Washington, D. C. 


Dream Mr. Mitts: In compliance with your request of the writer made at the 
time of my testimony before the House Ways and Means Committee, I am very 
happy to include information which we sincerely hope will answer your question. 
Since your question was directed at the problem of what has happened to the 
independent tire dealer, I was not quite sure whether you were specifically 
concerned with what had happened to his share of the replacement-tire sales 
or whether you were interested in what was happening to the sales of tires at 
the retail level as it relates to the overall business picture of tire selling. 

First, I have included a picture of the shrinking position of the independent 
tire dealer’s place in the replacement market as we see the figures from here. 
It is very hard to appraise whether a service station is a tire dealer in some 
cases or whether a car sales agency is a tire dealer, but for the most part, 
we contend that a tire dealer is one who finds a principal interest in his business 
in the sale of tires and does not consider it a sideline. 
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The second exhibit is in four parts and includes first, motor-vehicle registra- 
tion since 1940 of both passenger cars and trucks and the total figure also in- 
cludes buses. We have also attached the sale of original equipment passenger 
tires and truck and bus tires since 1940 and replacement-tire shipments for 
the same period of time. It is difficult to get factual information on the sale 
of tread rubber for the same period of time, but we have put together what we 
believe to be a fairly accurate statement and of course we can only estimate 
the number of actual retreads that are sold as related to the amount of 
poundage of tread rubber that is sold in the same period of time. We have 
done that. In computing the amount of retreads sold in the market as against 
new tires, one must total the original equipment and replacement tires sales in 
arriving at this percentage of the total market inasmuch as these represent the 
only basic potential market for retreading since it takes a basic carcass or body 
of a tire in sound condition in order to apply a retread. 

If there is any further information we can supply you in this regard, we 
would be happy for the opportunity and privilege. We certainly appreciated your 
interest in the case of the tire dealer and we hope that this information will 
be of value to you. 

Very truly yours, 
W. W. Marsa, Evrecutive Secretary. 


The independent tire dealers’ place in the replacement market: 
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NTDRA makes the following estimates: A comparison of 1947 and 1954 reveals 
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Replacement tire shipments 
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Mr. Boses. Is not the tax a manufacturer’s tax, Mr. Chairman? 
The tax, as I understand it, is leveled at the manufacturer’s level. 

The bill affects the amount of tread rubber delivered to the man. 
He pays the tax, then and there. 

Mr. Marsu. My point on the retreading part is that the company 
owning a retreading plant can enjoy the same advantages that they 
now enjoy on new tires. They don’t have to change title. They can 
leave it in a factory warehouse until such time as they are ready to use 
it. They will have the advantage of not having investment in prepaid 
taxes that the independent tire dealer will have. 

It is the same problem as in relation to the new tire. 

Mr. Boces. That is a problem we can take a look at. I think we 
can work it out. 

The CuHarrman, Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. Mr. Marsh, on page 2, you state: 

These tire manufacturers, too, saw profit in retreading and through their 
company-owned outlets opened retreading plants. 

Would that make them automatically eligible for membership in 
your association ? 

Mr. Marsn. No, sir; our association is strictly an independent tire 
dealers’ organization. 

The CuarrMAN. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Marsu. Thank you, Mr. Chairman. 

The CHairmaAn. The next witness is Mr. J. W. Gaskins. 

Is Mr. Gaskins here ? 

Mr. Gaskouys. Yes, sir. 

The CHarrmman. Come forward, please, sir. 

Will you give your name and address and the capacity in which 
you appear, for the record ? 
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STATEMENT OF J. W. GASKINS, SOUTHERN TIRE CO., FLORENCE, 
ALA., AND CHAIRMAN, NATIONAL ASSOCIATION OF OFF-THE- 
ROAD TIRE RETREADERS 


Mr. Gaskins. I am J. W. Gaskins, of the Southern Tire Co., Flor- 
ence, Ala. 

My company is a partnership engaged in the business of retreading 
off-the-road tires; i. e., retreading tires for vehicles and equipment 
which do not use the highways. 

I am testifying here as chairman of the National Association of 
Off-the-Road Tire Retreaders. This association is composed of ap- 
proximately 50 retreaders of off-the-road tires. 

The association retreads approximately 90 percent of all off-the-road 
tires retreaded in the United States. The remaining 10 percent is 
done by new tire manufacturers. 

By “off the road” tires, we are referring to such tires as farm 
equipment tires, aircraft tires, industrial tires which are used solely 
in industry and not on the highway, mining tires, quarry tires, and 
contractor’s tires used on earth-moving equipment and such. 

As we understand H. R. 9075, it undertakes to impose an excise tax 
of 3 cents a pound on all rubber purchased after the effective date of the 
act, to be used for retreading tires of all types, and, in addition, a floor 
tax of 3 cents a pound on all rubber on hand at the effective date of the 
act and to be used for retreading tires of all types. 

Heretofore there has been no tax whatever on rubber used for 
retreading tires of any type or description. 

There has heretofore been an excise tax on all new tires, for whatever 
purpose used. 

H. R. 9075 proposes to raise such tax on new tires which are used 
for highway purposes only, and expressly confines itself to that pur- 
propose ; that is, nonhighway type tires are not to have any increase. 

It will be seen, therefore, that this latter provision is certainly in- 
consistent with the imposition of any tax on retread rubber to be used 
for nonhighway type tires, and there is no justification for the 
difference. 

I do not believe that it was the intent of the author of H. R. 9075 
to unjustly tax nonhighway users, any more than a tax for such 
purposes would be imposed on railroads or steamships. 

I understand further that the Rubber Manufacturers Association 
has endorsed H. R. 9075, but fecl, as we do, that tread rubber for 
nonhighway use should not be taxed. 

We should make it clear at this point that my association is only 
taking a position in regard to the tax on tread rubber for off-the-road 
tires. Our argument is limited only to the elimination of the tax 
on tread rubber for nonhighway uses. 

The major competition in our industry comes from the manu- 
facturers of new tires. The highly competitive situation among 
manufacturers of new tires for ronhighway use has caused them to 
extend extremely large discounts to quantity buyers of nonhighway 
type tires. 

’ For example, a popular size of an off-the-road tire is 24.00 by 29 
24-ply rock service tire, and that has an industry list price of $2,591.72, 
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but the manufacturers sell to the larger users for $1,288, including the 
present excise tax, which H. R. 9075 does not purport to increase. 

The list price in our industry of retreading the same tire in the 
same tread 1s $1,552.05. 

In order to sell our retread service, therefore, we have to lengthen 
our discount and give the customer a costly amount of service at his 
place of business until we have a dangerously low margin of profit. 

The tax proposed in H. R. 9075 will increase our cost approxi- 
mately $15 per tire for such off-the-road tires, which cost we will 
have to absorb to maintain our competitive position. 

Moreover, the manufacturer of new ofi-the-road tires is not re- 
quired either by the terms of the present tax law, or by the terms of 
H. R. 9075 to pay the tax until the tire is sold. 

On the other hand, under H. R. 9075, retreaders in the position of 
members of our association have to pay the tax at the time the rubber 
for retreading is purchased. 

Furthermore, tire manufacturers, under the present law and un- 
der H. R. 9075, do not have to pay any tax on defective tires or tires 
that are not salable for any reason whatever. 

Under H. R. 9075, as we understand it, our entire rubber purchases 
are taxable. 

While, of course, the exact figures and estimates are impossible to 
ascertain, it is our estimate that the tax collected on tread rubber 
under H. R. 9075 would not be reduced by as much as 10 percent by 
exempting tread rubber for off-the-road tires. 

We respectfully submit that the 3-cent tax proposed on tread rubber 
for off-the-road purposes be eliminated from the provisions of H. R. 
9075. 

The CHarrMan. Does that complete your statement ? 

Mr. Gaskins. Yes, sir. 

The CuarrMan. We thank you for your appearance and for the 
information given the committee. 

Mr. Boggs, of Louisiana, will inquire. 

Mr. Boees. Mr. Gaskins, would you be satisfied if the same language 
were made applicable to off-the-road retreads as is now in the bill on 
off-the-road new rubber ? 

Mr. Gaskins. We certainly would, sir. 

Mr. Boees. That is all. 

The Cuarrman. We thank you for your appearance, sir, and the 
information given the committee. 

The committee will now stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon, at 10: 45 a. m., the commitee was recesed, to reconvene 
at 10 a. m., Friday, February 17, 1956.) 
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FRIDAY, FEBRUARY 17, 1956 


House or REPRESENTATIVES, 
Commirree on Ways AND Means, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to the terms of the pre- 
vious adjournment, in the main hearing room of the House Commit- 
tee on Ways ond Means, Hon. Jere Cooper (chairman) presiding. 

The Cuamrman. The committee will please be in order. 

The Secretary of Commerce, the Honorable Sinclair Weeks, is due to 
appear at 2 o’clock this afternoon. The first witness on the calendar 
this morning is our colleague, the Honorable Frank E. Smith, of 
Mississippi. Come forward, please, Mr. Smith. Of course we know 
you very pleasantly, but please follow the usual custom and give your 
name, address, and the capacity in which you appear, for the record. 


STATEMENT OF HON. FRANK E. SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Smirn. Thank you, Mr. Chairman. My name is Frank Smith. 
Iam a Member of the House from the Third District of Mississippi. 

I have asked for this opportunity to appear before the committee 
because during the past year I have gained some information and 
gained some news about this question of financing a road program as 
a member of the Public Works Committee. 

The interstate road program for which you have the problem of 
raising the revenue to finance it would serve about 20 percent of the 
motor traffic of the country. Today, according to the figures that we 
have, it serves 14 percent. It is reasonable to assume that there will 
be some increase in traffic on the interstate road system after it is 
brought up to the state of perfection that is envisioned in the program 
that has been presented to the Congress, but I do not think it is fair 
to presume that the traffic will increase more than 50 percent. ‘There 
is no indication of that from the past history of some of the highway 
developments, and because of that, this 20-percent traffic, it means that 
80 percent of the motorists in the country will not be using the inter- 
state road system to any great degree. There will just be occasional 
use by them. 

Their benefits will come indirectly in the benefits that all commerce 
gets from the better roads and indirectly in the sense that there 
will be some slight benefits to the State in the original road programs 
that the State can adopt with the burden of the Interstate System be- 
ing taken off their hands. 
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It is my idea that any tax program that is designed primarily to 
finance the Interstate Road System should not be placed primarily 
upon the average motorist. -That was envisioned last year in the 
Fallon bill and that is envisioned in the bill that you have before you 
today. 

It is my idea that the committee should explore, insofar as possible, 
some possibility of a tax program that would be [prem upon those 
motorists, or truckers, or whatever type of traffic is on the Interstate 
System. The toll system, I believe, would be impractical, but page 
you could have some type of weight-distance tax applicable to the 
Interstate System to be collected only from trucks, or cars, or what- 
ever line you choose to define that used the Interstate System as the 
basic part of this revenue that you propose to raise. It is probably 
unlikely that you could count on a specific sum until you had an oppor- 
tunity to experiment with it, but I do not think it is fair to take half 
of the proposed revenue that you seek to get from the 4 out of 5 
motorists who will not be using this system or will be using it only at 
rare intervals, and that is what would happen with the 1-cent gas tax. 

I think it might be practical in the sense that you have to raise the 
revenue to make the tax as high as a half-cent a gallon for general 
revenue, but I think that at least half of what you attempt to raise 
ought to come through in some form from the people who stand to 
profit and benefit the most from the Interstate System ; in other words, 
the traffic that will actually use the Interstate System. 

I wish it were possible for me to spell out in greater detail some of 
these proposals, but, as you know, you have to have a lot of research to 
be able to present it with any degree of exactitude, so I am merely 
asking the committee on the basis of my study of the Interstate High- 
way System proposal to confine the tax, at least half of the burden, 
to those people who will use the Interstate System because the great 
majority of the motor traffic of this country is going to get only in- 
direct benefits from this Interstate Highway System that we are in 
the process of authorizing in the Public Works Committee. 

The Cuarrman. Does that complete your statement ? 

Mr. Smiru. That completes my statement. 

The Cuarrman. We appreciate your presence and the very helpful 
information you have given the committee. 

Are there any questions? Mr. Machrowicz of Michigan will in- 
quire. 

Mr. Macurowicz. You are opposed to the road program now be- 
fore your committee, are you not ! 

Mr. Smrru. I am not opposed to the road program before our com- 
mittee. I think it should include any further expansion of the Fed- 
eral aid program for the primary and secondary roads. I think I 
would be heartily in favor of it even under the present language, with 
no great expansion of the primary and secondary roads, if it were to 
be financed by a tax system that will not call for payment primarily 
by ng who will not use the Interstate System. 

Mr. Macurowicz. You opposed the tax provisions which were then 
before your committee ! 

Mr. Surrn. That is right, because I thought over half the burden 
would be paid for by people who would not use the Interstate Road 
System. 
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Mr. Macurowicz. Did you then propose any specific tax to take 
the place of that one ? 

. Smiru. I made an effort to propose a specific tax, but if you, a 
inember of the committee, will remember, through the various rules 
which we were operating under we had no opportunity to present 
anything in the way of amendments. 

Mr. Macurowicz. Do you have any specific method of financing 
this bill other than the general fact that you stated before that you 
want to propose now ¢ 

Mr. Samrru. I do not have any specific outline. I do not have the 
benefit of the committee staff or the internal revenue staff, either one. 

The Cuarmman. Are there any further questions? If not, we again 
thank you, Mr. Smith, for your appearance and the information you 
have given the committee. 

Mr. Smite. Thank you, Mr. Chairman. 

The CuarrMan. Next is Hon. Charles P. Taft, mayor of the city of 
Cincinnati. 


STATEMENT OF HON. CHARLES P. TAFT, MAYOR, CITY OF CIN- 
CINNATI 


Mr. Tarr. Good morning, Mr. Chairman. 

The Cuarrman. Mr. Taft, we appreciate your presence. Of course 
we know you very pleasantly, but will you please follow the usual 
custom and give your name, address, and the capacity in which you 
appear, for the record ? 

Mr. Tarr. My name is Charles P. Taft, of Cincinnati, Ohio. I 
am a member of the city council and mayor of the city. I live at 16 


Garden Place, Cincinnati, Ohio. I have served as a member of the 
city council for 9 years during five separated terms, for 4 years of 
which I was chairman of the finance committee and chairman of the 
capital improvement committee. 

I am appearing here pursuant to a resolution of the city council 
adopted on February 8, supporting the Fallon bill, H. R. 8836, and 


the Boggs bill, H. R. 9075. A copy of this resolution is attached to 
my testimony. 


The Cuarrman. Without objection, it will be included in the record. 
(The resolution referred to follows :) 


ExuHisiT A 


RESOLUTION REQUESTING THE CONGRESS OF THE UNITED STATES To ADOPT THE 
NECESSARY LEGISLATION IN ORDER TO PROVIDE FOR AN ACCELERATED PROGRAM FOR 
THE IMPROVEMENT OF THE INTERSTATE HIGHWAY SYSTEM 


Whereas this council is in full accord with the traditional Federal policies re- 
garding interstate highways, which is based on the principle of Federal-State 
cooperation with the primary responsibility resting in the several States; and 

Whereas it is imperative for the economic well-being of the Cincinnati and 
other metropolitan areas, as well as for the economic well-being of the entire 
country, that traffic congestion in the urban areas be eliminated and that the 
many deficiencies in the interstate system of highways be corrected as quickly 
as possible ; and 

Whereas it is the belief of the council that the Federal Government should 
extend financial assistance to the States and cities for the improvement of 
interestate highway system (particularly in the urban areas) because of the large 
percentage of interstate traffic on said highways; and 








150 HIGHWAY REVENUE ACT OF 1956 


Whereas Cincinnati is located in the center of the Ohio Valley in the tristate 
area, of Ohio, Kentucky, and Indiana, in which are located many industrial 
plants and developments essential to the national safety and welfare (including 
machine tools and atomic energy centers) from which is generated important 
traffic on the Federal interstate highways in this area; and 

Whereas the city of Cincinnati is ready and able to provide its share of the 
cost of financing such a program; and 

Whereas traffic conditions in the Cincinnati area, as well as in other urban 
areas are becoming increasingly difficult to cope with and are endangering the 
economic welfare of the city and are impeding the development of this entire 
section of the Ohio River Valley with its concentration of industrial and atomic 
projects that are important to the national safety and welfare ; and 

Whereas these conditions in the Cincinnati area can be eliminated only by the 
construction of expressways as part of the Interstate System and by the con- 
struction of at least one additional bridge across the Ohio from Cincinnati to 
Kentucky : Now, therefore, be it 

Resolved, That the Congress of the United States be requested to adopt the 
necessary legislation in order to provide for an accelerated program for the im- 
provement of the Interstate Highway System for the reasons and purposes above 
set forth ; be it further 

Resolved, That the clerk of council be directed to send copies of this resolution 
to the Clerk of the Senate and the Clerk of the House of Representatives of the 
Congress of the United States, and to the Representatives of the First and 
Second Districts of Ohio, and to the Senators from the State of Ohio; be it 
further 

Resolved, That copies of this resolution be sent to the Governor of the State 
of Ohio and to the director of highways of the State of Ohio for their infor- 
mation. 

Passed February 8, A. D., 1956. 

Attest: CHARLES P. Tarr, Mayor. 

R. A. MacDonatp, Clerk. 


The Cuatrman. Of course, you may have a seat if you prefer or 
stand, whichever you desire. 

Mr. Tarr. I always prefer to stand before this committee. I have 
such respect for them, sir. 

The Cuatrman. Go right ahead. 

Mr. Tarr. My testimony is based in part on a careful study of both 
bills by our city manager, C. A. Harrell, formerly city manager of 
Norfolk, Va., and San Antonio, Tex., and Schenectady, N. Y. 

The problem of Cincinnati in connection with interstate highways 
is an obvious and pressing one. I attach a map reproduced from 
General Location of National System of Interstate Highways, pub- 
lished by the Bureau of Public Roads as of September 1955. I think 
the committee may wish to refer to it. It is exhibit B attached to 
the back of my statement. 

This map shows our problem in the city of Cincinnati. Our city, 
and especially its downtown area, is the crossroads for U. S. 52, 
U.S. 22, U. S. 25, U. S. 42, U. S. 27, and U. 8. 50. These handle 
traflic from and to Huntington, Ashland, Wheeling, Parkersburg, 
Pittsburgh, Cleveland, and northeastern Ohio, Columbus, Spring- 
field, Dayton, Toledo, Detroit, Indianapolis, Chicago, St. Louis, Louis- 
ville, Lexington, and Florida, and I should add now Mississippi. 

There is no Ohio River bridge for 65 miles east—that is at Mays- 
ville—and 100 miles west, which is at Louisville. When there is a 
traffic jam on the C. & O. bridge, our westerly downtown bridge, it 
backs up into Fountain Square in the center of Cincinnati. We have 
the best traffic engineer and traflic-light system in the country, but we 
can’t cope with this. 
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I regret very much to disagree with my good friend, Mr. Smith, 
from Mississippi, who, I am happy to say, made a speech in favor of 
H. R. 1 last year which I had the privilege of hearing, but I must 
say I cannot agree with his interpretation of the facts about the use 
of the Interstate System. We have reached the point now where 
the metropolitan areas include more than 50 percent of the population 
of the United States, and I would add that when his constituents come 
forth, if they are coming to any of the range between Detroit and 
Albany, they are going to go through Cincinnati and if I ae 
thing about Mississippi, and I know a little, their language will 
colorful when they try to get through. 

I would suggest that the amount of gas for which they pay when 
they are driving all year in Mississippi and driving north and back 
again will come to very, very little. I had this question up in this 
form quite recently. The question was: “When you buy a car should 
you buy an automatic drive or an overdrive?” I would suggest that 
the purchase of an automatic drive will use about the same additional 
amount of gasoline as compared to an overdrive as anybody would 
pay under this bill extra for gas taxes. It does not amount to any- 
thing in the upkeep of a car and everybody assured me that the saving 
in gasoline by getting an overdrive would certainly not justify the 
trouble and difficulty of reselling it when you came to try to resell it 
and you did not have the automatic drive, which is what most people 
want to buy; so that I really think that even the people of Mississippi 
will be very happy to pay the extra amount under this bill in order 
not to swear quite so loudly when they get to Cincinnati. 

Our master plan, which was adopted in 1948, and bringing up to 
date the city plan of 1925, laid out expressways—that is freeways and 
throughways, so they do not pay tolls, in other words—substantially 
as they appear on this map. I have added a few. I tried to do it in 
pen and ink. There is one running from the central business district 
along the Ohio west and one going along the Ohio east, and then there 
is U. S. 27 which comes down from directly north through a number 
of our suburbs. The committee can certainly see what the problem 
is when you go through as many different subdivisions as the express- 
ways doonthismap. Those of you from the metropolitan areas, like 
Mr. Eberharter for one, and Mr. Kean will certainly recognize the 
difficulties when you start going through those different subdivisions. 

There is no possible bypass of Cincinnati that could relieve our 
problem, and I doubt if it would relieve the defense problem in case 
of emergency. We are the largest tool center in the world, with the 
largest single machine tool company in the world. Whatever the De- 
fense Department may list as prime targets in order of priority, we 
know what we are. I shudder to think what a bit of an explosion in 
our front yard could do to defense traffic, or evacuation under civil- 
defense plans, for that matter, if they tried to get out of town on the 
roads that we have available in either direction, north or south. 

The cost of doing this job right is clean beyond our financial capac- 
ity, given the slice which Uncle Sam, our 52- to 86-percent partner, 
takes out of our income, to say nothing of what brother Ohio takes 
out of our sales tax for school foundation purposes. The sales tax 
produces $175 million or more in Ohio and the cities get back some 
$20 million. I am not complaining in either case, but it removes any 








152 HIGHWAY REVENUE ACT OF 1956 


compunctions I might have as a good Republican in coming here in 
support of a 90-10 grant-in-aid. 

Let me be specific. This expressway program in the Cincinnati 
area, the one you see here on the map, costs $260 million. It is not 
all in Cincinnati, but that is where it is most expensive for very ob- 
vious reasons. Hamilton County pays for a part of it, but we in 
Cincinnati pay 70 percent of Hamilton County taxes. The other sub- 
divisions, like Norwood—30,000 people, plus many plants—or St. 
Bernard—16,0U0 people, plus Procter & Gamble’s main plants—pay 
nothing, and I mean nothing. 

We operate under a heed limitation of 5 percent of our real estate 
valuation, which now is $1,425 million. We have ordinary highways, 
sewers, grade crossing eliminations, parks and playgrounds—often in 
high cost slum areas—slum redevelopment and urban renewal for 
deteriorating areas; all these must come within our limitations. We 
have imposed a 1 percent earnings tax, of which 20 to 30 percent will 
go for capital improvements. 

We have a unique asset, the ground under the Southern Railroad 
from Cincinnati to Chattanooga. This is leased to the railroad, and 
brings in free and clear $1,600,000 a year. This entire income is 
pledged to the servicing of bonds for expressways, which permits us 
to go up for that purpose to somewhere between $25 million and 
$30 million in bonds. 

You must therefore agree that we are doing our best. But we 
cannot build $260 million worth from this. The best we can do, 
within State limitations, is about $15 million a year for all purposes. 
Under existing legislation, we would finish all our expressways in 40 
years—maybe. 

This is partly because State action is geared to a much smaller 
program even than existing legislation. I first proposed 4 years ago, 
in running for Governor, a State bond issue to $750 million to catch 
up on our main road deficiencies in Ohio. This could only have been 
done on about 15 percent average local, 50 percent Federal and 35 
percent State. It was submitted and passed for only $500 million— 
and I may say it was submitted and passed with the people of Ohio 
agreeing to an extra 1 percent gas tax to finance it without any ques- 
tion whatever—and there was not enough Federal money even on 
that basis. 

In addition, our State administration—I want to assure you now 
this is not a political speech in this part, but it is true nevertheless— 
is somewhat overcome at the idea of a multimillion dollar project in 
Cleveland or Cincinnati, especially Cincinnati. Highway depart- 
ment people in Columbus have little idea of major planning. They 
recently spent $1,600,000 on 2 main routes in Hamilton County, State 
road 4 to Hamilton, and U. S. 22 to Columbus and Pittsburgh, which 
brought one up from the classification of “worst” to “next to worst” 
and left the other at “next to worst.” That means 22 feet wide, 2 lanes, 
and the trucks blocking everything that tries to get by. 

So the 90-10 bill is our only salvation, with the money put definitely 
for the Interstate System, and the standards clear and inevitable. 

Objection is registered, I understand, in the Senate, to the appor- 
tionment among States in the Fallon bill. This is on the ground that 
the estimates in the Clay report are based on State highway plans. 
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I understand that these were thoroughly checked by the Bureau of 
Public Roads, then under Francis du Pont, in which I am sure you, 
like myself have solid confidence. I can testify that the $260 million 
estimate for the program in our part of Ohio is fair and about correct. 

On the tax matter, which is the main question here, we work in 
Ohio under a plan of paying for capital improvements by bonds, 
whose period of repayment is strictly limited to the life of the im- 
provement. Our income-tax expenditures in the city—and there are 
eight other cities or more in Ohio that also have an earnings tax 
locally within their own municipal borders—are a recent exception 
to this general rule of paying for improvements by bonds. 

But, even if sound, this should not be applied to Federal capital 
financing, unless it is done across the pecaa under a general plan. 
Roads, and a particular kind of roads at that, should not be picked 
out for this treatment without a general plan, so that I certainly take 
the position before this committee that cash on the barrelhead is 

right for these improvements as you go along. 

T certainly am no expert on what meee United States taxes pro- 
duce. The table offered by responsible Members of Congress and of 
this committee, indicate that in the 15-year period, there will be $22 
billions of present excise taxes on gasoline, diesel fuel, special fuels, 
tires and sales of autos and trucks, and $12 billions of increased taxes 
under the Boggs bill. This has to meet $35 billions for interstate 
highways and $1.5 billion for the regular program. Over the 15-year 
period these two amounts can surely be brought into balance with 
relatively minor adjustments on the expenditure or tax side. 

I think I am correct in saying that Secretary Humphrey is com- 
plaining really because excise taxes, other than fuel taxes, are by this 
process earmarked for roads. 

Mr. Boees. When you refer to sales of autos and trucks, the only 
earmarking under H. R. 9075 with respect to those revenues is the 
proposed 2 percent 

Mr. Tarr. From 8 percent to 10 percent of trucks. 

Mr. Boces. That is all. 

Mr. Tarr. Yes. However, it will be necessary to use the other, as 
I take it, to balance the $30 million; is that not correct ? 

Mr. Boaes. No. 

Mr. Tarr. As I say, I am no expert on ‘this question of the taxes. 
I would only say in commenting on the general situation that the 
people of Ohio long since put in our C onstitution the provision that 
fuel taxes must be used for roads. They had been used for relief, and 
the automobile clubs campaign to stop carried general public support. 

Mr. Boces. Not to interrupt you again, but that is exactly what we 
are trying to do, use all the fuel tax and all the other user taxes for 
roads 

Mr. Tart. The Secretary is certainly right that whatever portion 
of the $22 billion comes from tire and vehicular sales taxes—and I 
would have to modify that to say “tire taxes”—is earmarked for this, 
has to be replaced elsewhere by new taxes or reductions in expense 
elsewhere in the budget. This committee cannot discharge its respon- 
sibility for tax policy without supplying more revenue for roads or 
for other budgetary purposes left uncovered by this bill. I am not 
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saying how it should be done. I am simply saying that I think the 
Secretary is correct that if you create a deficit by this bill in some 
other part of the budget the committee has the responsibility of trying 
to cover that one, too. 

_ Mr. Boees. I will question you a little further about that at a later 
time. 

Mr. Tarr. All right, sir. The money raised should certainly be 
put in a trust fund readily identifiable, and not mixed up in budget 
balancing. We are required to do it in Ohio, and find no difficulty in 
practice. We do in our budget every year. All gasoline and license 
taxes are put into a trust fund and can only be used for roads or 
immediately related purposes. We find no difficulty in doing so, and 
these figures do not come into our problem of balancing our budget. 
They take care of certain services that we might otherwise have to put 
into our budget but they are not figured in balancing our budget on 
the general fund side either on income or expense. 

Although this bill confirms what was done in the 1954 bill—what 
automobile clubs have fought for for many years—they, including my 
own Cincinnati club, are opposing these rates in order to souk the 
trucks. This seems to be a bit shortsighted. They have taken no 
referendum—I am talking about the Cincinnati club now—in Cincin- 
nati on this, either among civic leaders or among their own members. 
I know because I am a member myself. The club in Cincinnati gives 
me good service, and I am quite satisfied with the way it isrun. But 
it is not exactly a democratically operated organization, and I think I 
can speak as well for Cincinnatians as the club board of directors can, 
either badly or well, but certainly just as well as they can. 

Certainly it is true that our Governor or the Cincinnati Automobile 
Club can stir up automobile owners against trucks when they get stuck 
behind them on two-lane highways, and our Governor had been very 
successful in doing so. But this program gets rid of two lanes on the 
interstate system wherever more are needed for present or future 
demands, and this will eliminate about 75 percent of the feeling of 
ordinary motorists about trucks, I assure you. 

Then the question leaves much of the area of heat as distinguished 
from light. There are three major elements of cost attributed to 
trucks, the width of the right of way, the height of underpasses, and 
the weight of the concrete slab. All three are certainly required 
equally for defense purposes, and there I am relying on Mr. William 
E. Hess, Member of Congress from the Second District of Ohio, who 
has been on the Armed Services Committee for a long time, and I 
heard him say substantially this just a week ago Monday in Cincin- 
nati at a big meeting we had there on this subject. All three are 
required for defense purposes because you have to bear in mind the 
vehicular traffic of the Armed Forces in action, which certainly runs 
as heavy as any collection of trucks you are going to have and certainly 
as high and perhaps higher. 

On the concrete slab, there is no doubt that if badly engineered, 
on an unstable fill and without protection from water from the top 
and sides, roads are rapidly destroyed by heavy trucks. But if well 
engineered under Federal standards and supervision, roads were long 
since demonstrated by Scotland’s Mr. Macadam to bear almost any 
weight. 
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May I amplify that a little bit? Mr. Macadam’s discovery at a 
time when all the wheeled vehicles in England and Scotland used to 
go up to the hubs almost in mud during the winter was that if you 
got solid ground and you put on top of it first heavy stone and then 
lighter stone, and then dirt, because it was in effect direct, and pounded 
it down so that it was waterproof on top, and if you engineered them 
so that water could not get in from underneath, they would hold sub- 
stantially any weight. Now, it is obvious if you get a big truck it 
is going to push that kind of surface apart, so you have to have a 
strong enough concrete slab to prevent the weight in itself from break- 
ing the top surface and permitting water to get in; but once you do 
that, then it will carry substantially any weight, and you can go into 
any State and you will notice that the roads where the trucks knocked 
the heck out of them are the side roads, the smaller roads, the roads 
that were not well done or the fills that were not adequately tamped 
down or watered down when they were first built and they do not have 
the solid bottom under the concrete. 

I am no defender of trucks. I do not represent any truck people. 
However, I had to go into this when I was running for Governor in 
Ohio. I will say what appears to me a reasonable statement of it, 
which I have tried to give to you, does not go very far when you get 
into a political campaign for governor and people do not like trucks; 
but the fact remains this is the best judgment that I could come to 
looking into what the actual facts were; and therefore I submit to you 
that this bill, which certainly puts a very substantial burden on trucks 
that use a tremendously greater amount of gasoline than the ordinary 
automobile and diesel fuel, it seems to me, proposes a fair division of 
the load; and when you take the practical proposition that, after all, 
you have to get this through the House and the Senate, it seems to me 
a-thoroughly fair decision as to where the tax ought to be placed. 

Under this bill, therefore, it seems to me the trucks bear a fair share 
of the financial burden, and I want to add this, because this was in a 
Scripps system editorial a few weeks ago that I suppose was carried 
in every Scripps paper in the country: that trucks are the major users 
of major highways. This is ridiculous if you talk about my town, and 
we are the hub of interstate highways. We have all the local traffic, 
too, that goes on these interstate highways. I travel on interstate 
highways, too. Certainly there are a lot of trucks and they take 
up a lot of room, but anyone who thinks the people in the United 
States do not drive around in automobiles is nuts. They do. We 
are the travelingest people that ever came on this earth, and they use 
the interstate highways. Trucks do, too, but to say that they are 
the major users is an inaccurate statement without any question. 

It may be true if you take statistics on the Pennsylvania Turnpike 
you will find a very high proportion of trucks, but if you take all the 
Interstate Highways I am sure it would not be true. 

I therefore revert to the terms of my authority and endorse heartily 
the Boggs bill and the Fallon bill. On the latter I have some specific 
suggestions given to Secretary Weeks by our city manager, ©. A. 
Harrell. I attach a copy of his letter for your information. | will 
just give you the high spots of it. 

This is the question in section 10 of the Fallon bill, appearing on the 
first page of this letter of February 8, which provides only 20 percent 
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of the funds for the acquisition of rights-of-way. ‘Twenty percent 
of the funds will not acquire the rights-of-way in the major urban 
areas. It just will not do it. It runs very high. You have to get 
the right-of-way. You keep it down to a minimum. You get the 
lowest standards you can get to get your two lanes together and you 
cannot do it with 20 percent of the total cost that is involved. That 
is one item. 

Then the second one appears over on the second page here as to 
automotive service stations or other commercial establishments. That 
is a rather minor point, but it is one which perhaps should be corrected. 

Then there is one point to which I would like to advert. I forgot 
to put it in my statement. That is the question as to what you get 
reimbursement for in a local community when the road finally is built 
and comes through. Now, there are two possibilities here. One is 
that a road which is an interstate road has already been completed. 
I am frank to say, whether it is a toll road or an ordinary throughway, 
I have some doubts about that, as to whether there ought to be reim- 
bursement or allowance for it. However, there is another situation 
which is a very critical one. If you start in on an expressway program 
in the city you have to take a long time to get it through no matter 
how-well the wheels are greased in the coordination of the govern- 
mental units, and if you want to get that property at the lowest price 
you have to start buying the minute you have the plan. As it stood 
until about two and a half years ago you got no reimbursement for 
what you had spent for the land that actually goes into the one that 
is to be built. in the future unless there was a completed plan and the 
whole thing was approved all the way through. 

I went to Mr. DuPont—this is when I was out of the Council and 
was representing a private client, but I was interested in it because 
I had been on the Council, and I am even more interested now since 
I am back in and do not represent. a private client—and I said to Mr. 
DuPont, “Can’t we have a scheme here so that if we buy the property 
and then it finally is used and the price is right we get credit for it?” 

It seems to me that makes sense. Why shouldn’t you? You bought 
it for the project. The project goes through. It is used and you 
ought to get paid for that property. 

The best that he was able to do—and I think it is all right—was to 
say and put in their regulations the provision that you would put 
through a project for land purchase and if that went through the 
Federal and then the State with the general location fixed and you 
bought property under that, then you did get credit for it. I do not 
think this bill should upset that regulation. 

We then went to the State. I may say it took from about November 
to February to get this through the Bureau of Public Roads. It took 
from February of 1954 until September of 1955 to get it through the 
State. I mention this only because that is one of the problems that 
the localities have in dealing with this kind of proposition. The State 
has finally gone along on this general proposition. 

I have not examined the bill with care, but I think the furthest that 
you should go in providing for reimbursement is that if anything has 
been gotten which contributes then to the road when it finally is built, 
the locality ought to get credit for it, or the State, either one, whatever 
it is, under whatever proper restrictions there may be. 

Thank you, sir. 
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The Cuamman. Does that complete your statement, Mr. Taft? 

Mr. Tarr. Yes, sir. 

The Cuamman. We thank you for your appearance and the very 
helpful information you have given the committee. 

Are there any questions? Mr. Jenkins of Ohio will inquire. 

Mr. Jenxins. For my own information, Mr. Taft, United States 
Route 50 runs about 100 miles in my district. Then it will run how 
far in Cinncinnati proper? Fifteen or twenty miles, will it not? 

Mr. Tarr. Perhaps not quite because we run more north and south 
than we do east and west, at least through the middle where Route 50 
goes, but I would say it probably is 10 or 12 miles at least. 

Mr. Jenxins. Who finances Route 50 in the city? Does the Federal 
Government do anything with respect to the development of that route, 
or when they laid out Route 50 did they just come and take your 
streets ? 

Mr. Tarr. They just came and took our streets. There are a few 
cases where the Government has contributed. For instance, Route 52, 
which is the one along the river, the portion of it that is called Lower 
River Road that is west of Cincinnati, is a Federal, State, and local 
job, but I would say in general they take our street and we may or may 
not widen it for the purpose. If we do it is on us to keep it in repair 
we get no Federal help usually. 

Mr. JENKINS. Route 52 is a new route. That runs probably 150 
miles. 

Mr. Tarr. That will run close to 40 miles in the city of Cincinnati. 

Mr. Jenkins. There are about 150 or 175 miles in my district. It 
is practically a new route. It is traveled by a good many people, too, 
but it does not have the wear that Route 50 does. 

Mr. Tarr. It does not have the wear that Route 50 does; you are 
right. 

‘s. JENKINS. It does not have the zip in the traffic that Route 50 has. 

Mr. Tarr. There are more curves and it takes more distance to get 
the same place and so on. 

Mr. Jenkins. Route 52 now runs through my town for about 5 
miles. Ido not know whether the Federal Government does anything 
for it or not, but they are talking about changing it. 

Mr. Tarr. They do, but it would come under the normal provisions 
of the Fallon bill, not under the interstate highway. It is not on this 
map, so I do not think it is listed as one of those highways. 

he Cuarman. Mr. Boggs of Louisiana will inquire, Mr. Taft. 

Mr. Boces. Mr. Taft, you have made a very splendid statement 
before this committee. You are always very helpful to us. 

Mr. Tarr. Thank you, sir. 

Mr. Bocas. You made some reference to these rather shrill editorials 
which were published by the Scripps-Howard chain. 

Mr. Tarr. I referred only to one. 

Mr. Boces. There have been several of them. 

Mr. Tarr. I did not say “shrill” either, if I may say so. I just said 
they were wrong. 

Mr. Boces. The fellow who writes them is more versed in adjectives 
than he is in facts as far as this legislation is concerned, but the im- 
plication is given therein that sobade who lives in the city will ever use 
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the Federal-aid system. As the mayor of a great city what do you 
think about that contention ? 

Mr. Tarr. I would be surprised if the truck use of the interstate 
highways within our city limits is more than 20 percent. When you 
get out in the country, I agree, it is going to be higher, but within 
the limits of Cincinnati it is only going to be 20 percent, and that is 
generous. 

Mr. Bocas. So that 80 percent of the use is right there in the city? 

Mr. Tarr. Well, I would not say that, but I think our figures show 
that the use of the expressways will be probably between 50 and 60 
percent of our own residents either in Cincinnati or in Kentucky, 
and the balance will be from a little farther out. 

Mr. Boacs. You have no doubt in your mind, do you, that the Fal- 
lon bill as supplemented by this bill will be beneficial to the city 
dwellers? 

Mr. Tarr. Absolutely not, all of them. 

Mr. Bogees. And particularly having studied the problems con- 
fronting your own great city you are convinced that this bill will be 
very helpful to Cincinnati, to be specific about the matter ? 

Mr. Tart. There is just no doubt about it. It is essential. We 
cannot solve our traffic problem created by the number of automobiles 
going through and across the river in interstate commerce without 
having this bill. As I say—I said 40 years—I think it is more likely 
to be 50 or 60 years before we get adequate highways for now and by 
that time they will be inadequate for them. 

Mr. Boces. Would you say this is one of the real problems facing 
the cities of America ? 

Mr. Tart. I would say that it is 1 of the 2 or 3 major problems. 

Mr. Bogees. Insofar as the financing is concerned the reason we 
arrive at some different figures in our proposed legislation as com- 
pared to Secretary Humphrey’s figure is, No. 1, Secretary Humphrey 
was willing to dedicate the lubricating oil tax revenues to bond pro- 
posal, but he is not willing to dedicate those revenues for the pay- 
as-you-build highway proposal. If you take those figures and use 
our time limit of 15 years rather than 12 years, there is only a dif- 
ference in what we propose to do and what the Secretary proposes 
to do of about a billion and a half dollars plus the fact that under 
the bond proposal these revenues, namely, fuels and lubricating oil, 
would have been dedicated for a period of 30 years. Under the pro- 
posal before this committee, at the end of 15 years those revenues 
will be available for other purposes or for return to the people by way 
of repeal of the tax. I just wanted to make that part of the record. 

Mr. Tarr. Yes. I am glad to be advised about it, Mr. Boggs, be- 
cause I suppose I will be talking to other mayors and other people, 
and I will be glad to advise them about that. 

Mr. Boees. I certainly would appreciate it if you would. 

Mr. Tarr. All I would say is if there is a shortage by taking ex- 
cise taxes on strictly the automobiles themselves or trucks, then it 
seems to me they ought to be replaced. If it is tires I think you have 
a very good argument. Just as in the case of gasoline, it does measure 
the wear. 

Mr. Boees. Yes. Under the pay-as-you-build proposal I might 
point out that Congress takes a look at this thing for all practical 
purposes every year when it makes the appropriations. 
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Mr. Parr. Yes. 

Mr. Boaas. Under the Fallon bill the Federal aid assistance is in- 
creased by $25 million a year, so that beginning in fiscal 1957, 
$725 million is available and graduates up through 1969 to $1,025 
million. 

Mr. Tarr. Is that supposed to approximate the increase in the 
use of gasoline? I should think it might, although I do not know. 

Mr. Bocas. I would think that that does not approximate it, but 
that the increase would be much less than the increase in user revenues. 
[ might point out further that under the bond proposal those funds 
for Federal aid would have been limited to $623 million a year over 
a 30-year period, plus of course the cost of the very enormous interest- 
vathering charges. However, the point I am trying to make is that 
next year there will be an authorization of $725 million under Fed- 
eral aid and something over $1 billion under the Interstate System, 
but obviously in the first year or two of this program you cannot 
conceivably spend all of this money. Nevertheless, we will start col- 
lecting these new revenues, if this bill is passed, on the first of July 
1956 so that for a good many years you will have an excess of revenues 
over expenditures rather than any deficit in the budget. 

Mr. Tarr. Yes. That makes it all the more necessary to put this 
into a trust fund without any question. 

Mr. Reep. Will the gentleman from Louisiana yield to me? 

Mr. Boges. Surely. 

Mr. Reep. It was suggested to Mr. Taft that he confer with the 
other mayors with reference to the point you were making. Are you 
quite sure you were accurate in your statement ? 

Mr. Boces. Which one was that, Mr. Reed ¢ 

Mr. Reep. The one you made first when you told him you would 
like to have him go out and disseminate certain information in regard 
to the excise taxes. 

Mr. Tarr. Mr. Reed, if I may interrupt, the point that I understood 
him to make, which I said I would pass on, was that this bill takes 
the tire taxes, but not the automotive, automobile or truck sales taxes. 

Mr. Boges. That is correct. 

Mr. Tarr. It was that one point, Mr. Reed, that I was not informed 
on before and I said I would pass that on to those I talked to. 

a Reep. I wanted to be sure that you were right about it. That 
is all. 

Mr. Jenkins. Mr. Chairman? 

The Cuatrman. Mr. Jenkins will inquire. 

Mr. Jenkins. This is a kind of personal matter between you and me, 
Mr. Taft. Cincinnati, of course, is a big city and is located, you might 
say, where you have to carry a tremendous load of traffic. 

Mr. Tarr. We are a funnel, yes. 

Mr. Jenxrns. For instanie, the Dayton-Hamilton-Cinecinnati area 
is the biggest manufacturing section in the world. I think especially 
of all kinds of machinery. Those roads are full all the time with 
heavy trucks and they all terminate some time on the trip in Cincin- 
nati, do they not, or pretty nearly all of them? 

Mr. Tarr. They do, but I am afraid, being the good chamber of 
commerce member that I am, I would not quite stay within your 
description of southwestern Ohio. Northeastern Ohio is far more 
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a user of heavy trucks than we are. We have more Kroger trucks, for 
instance, than we have flatbed trucks carrying steel. If you get the 
traffic from Youngstown, going over to Toledo and Detroit, across the 
northern part of the State, this is the kind of thing that would very 
well run up the proportion of trucks on the roads; I think more so 
probably than it would in our area. 

I should have added this, perhaps: that if you take the use at night, 
then I think you will run a viens higher proportion of trucks. It 
might run to 60 percent trucks at night, because that is when so many 
of them take their stuff out to supply the stores before they open in 
the morning. The Kroger trucks would be going out that way. How- 
ever, if you take the daytime use, I am sure in our area it is not more 
than 20 percent trucks. I am talking now about the big trailer trucks, 
not about the ordinary commercial 2-ton or 4-ton trucks. 

Mr. Jenkins. Of course, the big interstate traffic east and west 
is over Routes 20, 30, and 40, and a good deal over Route 50, too. 

Mr. Tart. Yes. 

Mr. Jenkins. [ doubt if there is any place in the country where there 
would be so much traffic originated as between Dayton and Hamilton 
and Cincinnati. 

Mr. Tarr. Mr. Jenkins, the only thing I would add that would bear 
somewhat on that is that the studies made by the engineers of the 
proposed toll highway between Cleveland and Cincinnati indicated 
that their formula, whatever it is they use to decide whether it is 
economically feasible, showed no question in the northern, northeastern 
part of the State, and it was just about satisfactorily above the mini- 
mum between Columbus and Cincinnati, but it was not as much as it 
had been going east and west on the toll road that has now been 
completed. It surprised most of us, I think, that there was not quite 
as much as we would have thought from observing it, and that may 
be because we have almost nothing except two-lane roads down in that 
part of the country. I would not want to say that our Governor, who 
has been in a long time, is prejudiced against Cincinnati, but we do 
not seem to get the roads, somehow. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Caarrman. Are there any further questions? 

Mr. Baxer. Mr. Chairman ? 

The Cuatmrman. Mr. Baker, of Tennessee, will inquire. 

Mr. Baxer. Mr. Taft, I am not going into disputes at the moment, 
between differentials and that sort of thing. I want to preface my first 
question to you with these remarks: 

This committee, within a very few days, is going to be called upon 
to vote for or against the Boggs bill. Forget the amendments at the 
moment. 

As the record stands today, without contradiction by any witness, 
it indicates that the revenues under the Boggs bill over a 15-year 
period will (1), fall $8 billion short, and (2), immediately will 
unbalance the general budget. 

Do vou still endorse the Boggs bill? 

Mr. Tarr. What I said, Mr. Baker, was this—and I will repeat it, 
because this is the most I can say: 

T am no expert on what taxes produce. You gentlemen, every one 
of vou, know more about it than I will know in a year, but I would 
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say this: That the use of taxes on those items that actually reflect the 
amount of use and wear on the road for this purpose, it seems to me, 
is quite justified, but that if taking those reduces the amount available 
for other purposes, I feel it is the obligation of this committee to 
provide the taxes for the other purposes. __ 

Mr. Baxer. That answers my No. 2 question. 

Mr. Tarr. That is right. 

Mr. Baker. Now, the No. 1. 

Mr. Tarr. Under those circumstances, I am for the Boggs bill, as I 
understand it, because, as I understand it, it does put the tax on those 
items wherein the use reflects the wear on the roads, and approximately 
in the proportion that they wear the roads. Under those circum- 
stances it seems to me, therefore, that we are only following out the 
same general principle that has been applied to fuels strictly within 
my own State, and are using money that ought to go for the roads for 
that purpose. 

If that is so, then it seems to me we ought to find other taxes to 
replace what is taken out of the general fund revenue. 

Mr. Baker. Let us get down to a little more fundamentals. After 
all, this is a tax levy. 

Mr. Tarr. That is right. 

Mr. Baker. We, as individual Members of Congress are, of course, 
interested in the philosophy of the Fallon bill, but we are sitting 
here trying to look at the tax situation. As I said awhile ago, as the 
record stands today—and that is the testimony of the Secretary of the 
‘Treasury—I will reverse my order, because you have answered the 
No. 2 question, but not the No. 1—it will unbalance the general budget, 
as the record stands today—I am not clear in my own mind and, be- 
fore I am going to vote, I want to know that—and you would say in 
that event, if we pass the Boggs’ bill, vote it out, then we should reach 
some place and get some more money to take care of that? 

Mr. Tarr. Of that gap, yes—I suppose that would be by the Boggs’ 
bill. Idonot know. Maybe you would do that in a separate bill. 

Mr. Baxer. With that happening, I guess, with whatever gap that 
you say there would be in the general budget, there would have to be 
come general levy. presumably excise—— 

Mr. Tarr. I believe that. 

Mr. Baker. To reach up there to a figure of $500 million. 

Mr. Tarr. Mr. Baker, let me give you a sample of our own experi- 
ence within the last 6 weeks. 

We have had a very substantial request in our finance committee of 
the Council of Cincinnati from the University of Cincinnati. We 
also had the question as to where would we get the money for it. We 
had already passed a 1-percent earnings tax, which covered the normal 
gap and balanced our normal budget. We said to them, “We will 
give to you whatever we get from an increase in the valuation.” 
There was a revaluation, as is done every 7 vears, in the real estate tax. 

This was not announced until about 2 weeks ago and then we gave 
them the extra money from that. This is not earmarked. However, 
if we gave it to them we only gave them what we could get out of the 
taxes. 

In this case the program, it seems to me, is so important that you 
should find the tax to come up and balance it. That is what we did 
with our general fund balance, 6 weeks ago. 
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Mr. Baxer. If the hearings continue for the next few days the way 
they are now at this stage—and today is Friday—apparently no wit- 
ness is going to suggest to this committee any particular place to get 
that money to take up the gap, whatever amount they unbalance the 
budget by. Will you offer to do that for us? 

Mr. Tarr. I realize, Mr. Baker, that it is not a very satisfactory 
situation for a witness to say that you ought to get another source of 
taxes and not suggest one. 

Mr. Baker. And so far, if I may interrupt, no witness has done 
that. 

Mr. Tarr. That is right; because I am on a finance committee, just 
as you are sitting on the Ways and Means Committee, and I am 
faced with the same problem. When a:fellow comes up to me and 
says “You have to do this,” I ask him, “Where do you get the money 
from?” 

I have nothing to suggest because I am not here qualified. On the 
finance committee of the city, I do know pretty much what we can do, 
and if it is something that I think is sufficiently important, then I 
will have to come up with the money, and I am afraid, unfair as it 
may seem, that is all I can say to you. 

Mr. Boaes. Mr. Chairman ? 

The CuHarrmMan. Are you through, Mr. Baker? 

Mr. Baker. I am almost through 

The Cuatrman. Mr. Baker will inquire further. 

Mr. Baxer. The first question is, of course, vastly more important 
but, we might say, not as immediately important, as far as money is 
concerned, and sitting here more or less as judges—which we have 
to do—when one credible witness has testified to a certain fact, we have 
to accept it until it is proven to the contrary. So, as it stands at this 
minute, this committee has to assume that the Boggs bill over a 15- 
year period will be $8 billion short of meeting the revenue contem- 
plated by the Fallon bill. Speaking as mayor of a great city—and I 
say that advisedly, as I know the Cincinnati people there, I think— 
would you favor just voting out a bill of that kind, if it is going to 
unbalance the budget and be $8 billion short, or what defense is there 
for it being sold as a pay-as-you-go plan ? 

Mr. Tarr. Mr. Baker, I would make two answers to that—rather, I 
would suggest two places. 

I have been chairman of the finance committee, and I have been on 
the finance committee for 914 years within the last 20, and I am frank 
to say I never take the estimates of the administration as to what 
balance they are going to have. There is always more balance than 
they say there is going to be. I do not know about the Federal, but I 
have seem a lot of them. 

I got the reports of the Yale Corp. for some 6 vears. They used to 
start with a prediction in October of about a $2 million deficit and 
then it went down to $1.7 million, and then by January it was about 
$1.5 million, and it ended up in balance; so there are other places 
besides the city of Cincinnati where that happens, and what leeway 
this committee has, it will have to judge from its own experience: so 
there is something there that is sure. 

Mr. Baxer. Not $8 billion. 
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Mr. Tarr. No, I do not think so. I was thinking of $1 billion or $2 
billion that might well turn up. That is one source, but I would 
always count on and put a priority on it as to the things I think are 
most important to pull out of that. 

For the rest of them, I still say what I said to begin with; I think 
if you create a gap you ought to fill it. 

Mr. Baxer. With the record of collections on fuel taxes, gas and 
diesel—and this is a long-range program—in the past, it is no new 
embarkation. 

Mr. Tarr. I would say as to the division, Mr. Baker, and face the 
annual budgets of the city of Cincinnati, and even though this a 
l5-year program, it seems to me this committee ought to he ide for 
something now, for the $12 billion involved, from July 1, 1956, to 
June 30, 1957, to fill that gap. 

Mr. Baxer. However, Mr. Taft, in your testimony you strongly 
recommend the so-called trust fund theory, which I agree with. 

Mr. Tarr. Absolutely. 

Mr. Baker. That means, for the first 2 or 3 years, or maybe even 4 
years, a lot more money can come in—we know that—than is actually 
paid out. 

Mr. Tarr. That is right. It takes time for plans and so on. 

Mr. Baker. Yes. You cannot put it on an annual basis if we are 
going to have a sound program. 

Mr. Tarr. No, if you are going to try to put it on an annual basis, 
you would have to take the average over the 15 years that you ex- 
pected to spend ; that is right. You would not take the actual expendi- 
ture. You would take the average that you expect, but you can take 
on an annual basis, Mr. Baker, whatever you may be withdrawing 
from the general fund. You know what that is, and you know what 
your annual expenses are going to be, so you can do it on an annual 
basis, on the part of the general budget. 

Mr. Baxer. Even putting it on an annual basis, as the record 
stands now, we will be short $8 billion. 

Mr. Tart. That is over 15 years. 

Mr. Baker. Yes. 

Mr. Tarr. If you do not have a variation of $500 million in your 
budget annually, I would be very much surprised. 

Mr. Baker. Do you mean a surplus on the amount in the Boggs’ 
bill—— 

Mr. Tarr. No, no; I am talking about your general fund surpluses. 
That is what we operate with in the city by a priority on the things 
that we think are most important. 

Mr. Baxer. What do you mean by “the general fund surpluses?” 

Mr. Tarr. I mean what is reported on June 30, as to whether you 
balanced or did not balance your budget. I know it has in it the 
social-security surplus, which I have some substantial disagreement 
with what has been done in the past, as I do not think you need any 
reserve fund at all of the kind that you have—you are better balanced 
actually on June 30 than you think you are, because you have the 
social-security system, which is really $3 billion or $4 billion, I think, 
over. But, leaving that out—getting away from that argument— 
you still, if you balance your budget ‘with that included on the 30th 
of June, as they now expect to do when they predicted last year— 
how much? $2 billion? $3 billion? 
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Mr. Boaes. $4 billion for 12 months. 

Mr. Tarr. That is the kind of thing where you do have some extra 
money that you can put into roads. You have to do it with priority 
to other things; I agree with that. 

Mr. Boges. Mr. Chairman? 

The Cuarrman. Mr, Boggs of Louisiana will inquire again. 

Mr. Boses. Just to try to get the record straight, the only person 
who came up with these alleged figures for a deficit of $8 billion was 
the Secretary of the Treasury, and, incidentally, he did not give us 
any suggestions about how to make up this alleged deficit. I do not 
think it is incumbent upon the mayor of Cincinnati to come before this 
committee and tell us how to make up an alleged deficit. 

Mr. Tarr. I did suggest one place where I noticed some money, 
Mr. Boggs. 

Mr. Boces. That is right. However, I do think there is some obliga- 
tion upon the Secretary of the Treasury, if he says such a deficit will 
result, to make some suggestions. However, Mr. Humphrey very care- 
fully refrained from making any suggestions. 

Mr. Tarr. May I say I am not either agreeing or disagreeing with 
Mr. Humphrey. I just do not know. I do not know enough about 
what these taxes produce or where they come from to say anything 
about that. 

Mr. Boces. Insofar as the record is concerned, I think every wit- 
ness of any competence who has been asked the question has dis- 
agreed completely with Secretary Humphrey. The other day we had 
a chief economist of the rubber industry before this committee, and 
he showed us that every estimate on these taxes and on the growth 
of the vehicular industry had been low. 

For instance, in 1935, it was estimated that by 1955 there would be 
35 million automobiles on the highways of America. Actually the 
figure today is closer to 55 million rather than 35 million. 

Mr. Tarr. May I make a remark in that connection ? 

The Governor of Ohio had pushed for a weight-distance tax to help 
to finance this bond issue that I referred to, which was passed under 
a constitutional amendment. It had been estimated that the tax 
actually put on, which is a so-called axle tax in Ohio, would produce 
$26 million. It produced in the first year $10 million; so, as to the es- 
timates, when you try to soak any trucks, they are not necessarily 
accurate in the same direction you are talking about—taxes on gas. 

Mr. Boges. I do not know whether Mr. Baker wants to soak the 
trucks or not. He has not proposed any program either. 

Mr. Baxer. I would like to have a balanced budget. 

Mr. Tarr. I do not know anything about the attitude of the com- 
mittee on that. I was talking about those who might appear before 
the committee, and the experience we have had on that general line 
in Ohio. It just did not produce the money expected. 

Mr. Boaes. To go on just a minute, Mr. Taft, again to get the record 
straight, industry witnesses testified that all of the estimates that we 
ure using over this 15-year period are low. If we use the rate of 
increase for the past 4 years, on these excises, the amount of revenue 
derived from the excises which are dedicated and the excises that are 
proposed would greatly exceed $35 billion. In answer to Mr. Baker, 
if we simply took the rate of growth which has occurred, using the 
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past as a projection for the future, we would come up with something 
like $44 billion rather than $35 billion. 

Obviously the figures of the Secretary of the Treasury are pre- 
pared conservatively, because in a 12-month period, not in a 15-year 
period, but in 12 months, this same Secretary of the Treasury under- 
estimated the revenues of this Federal Government by over $4 billion. 
That happened this year. 

Mr. Tarr. Our finance director always tells me that it is his job 
to do it that way, but I always make my figures without reflecting 
on his and mine are closer to right. 

Mr. Boees. There is one other fact that I want you to have when 
vou talk to these other mayors. The Fallon bill has a cushion of 
about $3 billion over and above what is estimated it will cost. That 
is based on the theory of the increase in costs. On the other hand, the 
estimates of revenues are purposely estimated low. 

The CHarrman. Mr. Taft. just one point to sustain your position 
there about the natural margins of error that occur in these estimates. 

As I recall, the Secretary of the Treasury estimated in January, 
1955, that our Federal tax receipts would be $60 billion. Yet in 
January, 1956, the receipts showed $64,500 million. There was a 
$4,500 million difference in a 12-month period. 

Mr. Reep. That is not so bad for the Government, though. 

Mr. Tarr. No; I agree, Mr. Reed, that his job is to be conservative 
in his estimates. I agree with that, but I think also the job of the 
fellow who is figuring what the income is going to be from the tax 
standpoint ought to pe it pretty high so that he Ridie the taxes down. 

The CuHarrman. That just illustrates the difference that might 


occur—and did in that instance occur—in 1 year’s time, when you are 


considering estimates, a $4,500 million difference. 

Mr. Reep. Will the gentleman yield? 

That is the result of a good tax bill. 

Mr. Tarr. Yes; there is no question about it. 

The Cuairman. I did not bring that up to invite any political dis- 
cussion. I am just simply showing the facts, and bringing that fact 
out to show that you are correct in your view of that situation. 

Mr. Tart. I was just talking as a member of the Finance Committee, 
and about the city of Cincinnati’s finance committee there. I do not 
know too much about the Government. 

The CHatrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Just to get this record clear, with reference to the esti- 
mated revenue to be derived in the next 15 years from the present 
rates on tires, as I understand it, Mr. Boggs said that that figure 
was about $1.5 billion. 

Mr. Boces. No. I said that the difference between that figure and 
the dedication of the oil tax which Mr. Humphrey wanted to do to 
carry on this bond program, was about $1.5 billion. 

The tire figures are about $3.3 billion. 

Mr. Kean. $3.34 billion. 

Mr. Boses. $3.3 for tires. For lubricating oil it is about $1.9 billion. 
It is a difference between those two. 

Mr. Kean. So that the amount with respect to the other revenue 
that would have to be found in accordance with what Secretary Hum- 
phrey wants is about $3.3 billion. 
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Mr. Boces. Yes—if you refuse to dedicate the lubricating oil. 

Mr. Srmpson. Mr. Chairman? 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srwrson. Mr. Taft, 1f one chooses to accept the word of the 
Secretary of the Treasury, Mr. Humphrey, who has told us there will 
be an $8 billion deficit, more or less, under this tax bill, in conjunction 
with the Fallon bill, and that there is a gap, therefore of somewhere 
around a half billion dollars a year, do you condition your approval 
of the Boggs bill as drawn, upon the filling of that gap? 

Mr. Tarr. Mr. Simpson, I have been thinking on my feet here of 
the figures that I have not been going into myself. 

When $8 billion was mentioned—and this is based partly, perhaps, 
on a misreading of the newspaper reports of Mr. Humphrey’s testi- 
mony—I had the impression that he had predicted a gap of $6 billion— 
I thought he meant annually because those are the figures that we think 
in. If it is only a question of a half billion dollars a year gap I would 
have much less doubt about that myself. I think I would vote for 
the Boggs’ bill without necessarily putting in another bill, because 
a $500 million gap in the total Federal budget or even in the collec- 
tion of gas taxes, is not a very large sum. 

Mr. Simpson. I wanted to get your views, because I would have 
thought you would want a balanced budget as a first-—- 

Mr. Tarr. I do want a balanced budget, but I am saying what 
produces a balanced budget. 

Mr. Srwpson. Wait a minute, please. 

I said, first of all, if we accept the $8 billion deficit figure and accept 
the word of the Secretary of the Treasury to that extent, and we do 
not fill that gap, would you be for the Boggs’ bill? As I understand 
you now, you say you would? 

Mr. Tarr. Yes, I would, because that is the kind of gap out of 
the total budget of $60 billion which would correspond with $250,000 
in expected income for our city of Cincinnati budget. And if our 
city of Cincinnati budget had a gap of $250,000, I will say quite 
frankly what I would do. I would find 2 or 3 or 4 sources of revenue 
which are a little bit fluctuating, and I would add that $250,000 on to 
the various items of revenue. 

Mr. Smorpson. By that you mean that you would fill the gap 

Mr. Tarr. $250,000 in Cincinnati is a figure that I would not put 
an extra tax on for. I would adjust my estimates of income. 

Mr. Soapson. You mean you would doctor the books? 

Mr. Tarr. No, sir. I would do it on the basis of what I think is 
going to come in. Our county auditor has never given us a tax dupli- 
cate which is correct. It has always been at least $10 million to $12 
million higher than he estimated it, and I know that we are going to 
have at least that much, $250,000, more in income by the end of the 
year. 

I would have no hesitation whatever. I would not call it “doc- 
toring.” I would call it making my judgment as against what the 
administration came in with, and they are supposed to be conserva- 
tive. 

Mr. Smrpson. I understand. 

Am I correct when I repeat that Mr. Humphrey says $8 billion? 
I accept that, and I think there are gaps there which ought to be 
filled. You would then aprove the Boggs bill? 
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Mr. Tart. Yes, sir; I would. I was thinking of $8 billion on an 
annual basis and I do not see any way in which your responsibility 
would be discharged if it is $8 billion on an annual basis. 

If it is $500 million, I would put through the Boggs bill. 

Mr. Smrson. I was curious as to how you would get $8 billion on 
an annual basis? 

Mr. Tart. I don’t know anything about these, Mr. Simpson, I read 
both the New York Times and Washington Post and Times Herald, 
and try to keep up with what is going on. I had the impression that 
it was a very substantial amount that you were short, on an annual 
basis. It turns out to be a 15-year basis. 

Mr. Smrprson. Fiften years would be $9 billion. 

Mr. Boeas. Will the gentleman yield? 

Mr. Smrpson. Yes. 

Mr. Boaas. Actually, using the figures of the Treasury Department 
itself, which I question, not until 1960 would you have any deficit, and 
Congress looks at this thing every year. 

Mr. Tart. If it isn’t for 4 years, then I certainly would not be 
disturbed by it at all. 

Mr. Simpson. When we talk about a pay-as-you-go bill we must look, 
and IT know the gentleman intended to look, at the overall cost. 

Mr. Boges. I am looking at the cost. 

Mr. Suweson. The Secretary says you are $8 billion short. 

Mr. Boses. I say the Secretary is wrong. 

Mr. Stwpson. I accept his word. 

Now, the witness says it does not make any difference. 

Mr. Boces. He did not say that. 

Mr. Sturpson. Didn’t you? 

Mr. Tart. I said when I thought the $8 billion was on an annual 
basis, I would certainly say you should not pass the Boggs bill without 
accompanying it with something to fill the gap. If it is only $500 
million a year, I would say that your collections are just as apt to be 
$500 million off. 

Mr. Srvpson. If it throws us $590 million out of balance—— 

Mr. Tarr. I don’t think it is going to. I would say I would vote 
for it because I don’t think it is going to. 

The CHarMan. Are there any further questions? 

If not, we thank you, Mr. Taft, for your appearance and for the 
helpful information you have given the committee. 

The next witness is Mr. Hugo E. Johnson. Is Mr. Johnson here? 

Come forward, please, sir. Please give your name and address and 
the capacity in which you appear, for the record. 


STATEMENT OF HUGO E. JOHNSON, VICE PRESIDENT, LAKE 
SUPERIOR IRON ORE ASSOCIATION, CLEVELAND, OHIO 


Mr. Jonnson. Mr. Chairman and members of the House Ways and 
Means Committee, I am Hugo E. Johnson and I am vice president of 
the Lake Superior Iron Ore Association, with headquarters in Cleve- 
land, Ohio. The Lake Superior Iron Ore Association represents most 
of the iron ore producers in the Lake Superior District of Minnesota. 
Michigan, and Wisconsin. 

The Cuarrman. You may be seated. You are recognized to present 
your prepared statement without interruption. 
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Mr. Jonnson. We have asked permission to appear before your 
committee to present our views on H. R. 9075, the Highway Revenue 
Act of 1956. 

We in the iron ore mining industry use a large number of vehicles 
which use rubber tires of the type used on highway vehicles and in some 
cases use special fuels. 

Since H. R. 9075 is defined as the Highway Revenue Act of 1956, we 
assume your committee did not mean that the increased taxes would 
apply to off-highway use but it is not so specifically stated in the case 
of special fuels and tires and tubes. 

The vehicles we are referring to are a very essential part of keeping 
the iron ore mines of this country operating on a sound economical 
basis. The vehicles, generally of 34-ton capacity, although some are as 
large as 50-ton capacity, are used to move the soil, known as overburden, 
covering the ore body and to carry the iron ore from the large shovels 
to a shipping point on the mine property. 

The vehicles never operate on highways but are shipped by rail to 
the mining operation and spend their useful life operating on private 
roadways built on the mine property by the mining company. 

To illustrate the enormous amount of material moved by these off- 
the-highway vehicles on roads within the mine property, one has but 
to look at the data for 1953. 

In the open-pit mines on the giant Mesabi Range alone, in Minne- 
sota, 73,877,607 cubic yards of waste material, approximately 145 mil- 
lion tons, and 57,900,726 gross tons of iron ore were moved by these 
vehicles in 1953. 

Open-pit mining is becoming more and more prevalent in the iron- 
ore mining industry. The economic use of these vehicles is very es- 
sential in this trend toward “surface” mining of iron ore. 

This trend is not only true in the mining of the “direct-shipping” 
ores, which I have been referring to, of the Lake Superior district, 
which we have been referring to above, but is even more important 
in the mining of the “taconites” of Minnesota, it is necessary to mine 
and move 3 tons of a very hard glass-like material to produce 1 ton 
of blast furnace feed. The taconite is so hard that conventional means 
of drilling were not feasible and a new oxygen jet piercing process 
was developed to do it at a more reasonable cost. 

Programs now underway are designed for an annual capacity of 
over 15 million tons of final product, thereby involving the move- 
ment in these vehicles of over 45 million tons annually of this glass- 
like material in addition to the enormous amount of overburden that 
will have to be moved to expose the ore. This capacity will un- 
doubtedly expand in the future. 

In surface mining, particularly in the iron-ore industry, the severe 
conditions encountered, such as: 

1. Abrasive road material; 

2. Steep grades; 

3. Heavy and uneven loads results in: 
1. Very short useful life of trucks; 
2. Extremely low tire life of approximately 2.700 hours; 
3. High fuel consumption. 

This off-the-highway use in the mining industry has long been 
recognized by many States. Pnempnens are provided from the pay- 
ment of taxes specifically earmarked for highway programs. 





HIGHWAY REVENUE ACT OF 1956 169 


State laws also prohibit these vehicles from tranversing highways 
since in most cases the size and weight of most of them are in excess 
of limitations provided in the laws. 

The United States Senate and the House of Representatives also 
did recognize this situation in the provisions of the Internal Revenue 
Code of 1954. This committee also recognizes this situation as regards 
most of the provisions of H. R. 9075. 

We, therefore, suggest you consider that this application be exempt 
in the use of special fuels in section 2 in the same manner as the other 
off-the-highway uses by airplanes and motorboats, 

We further suggest that these same exemptions be provided under 
section 4 of H. R. 9075, covering taxes on tires of the type used on 
highway vehicles, inner tubes, and tread, camelback, rubber. 

Thank you, gentlemen, for this opportunity to appear here today. 

The Cuarrman. Does that complete your statement, Mr. Johnson? 

Mr. Jounson. Yes, sir. 

The Cuairman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Eberharter of Pennsylvania will i inquire. 

Mr. Esernarrer. Mr. Johnson, are these tires that are used in this 
ore mining machinery treaded in such a way that they cannot be 
used on roads? 

Mr. Jounson. There are some of them built in that manner, sir, 
but most of them are of the type used on highways. 

Mr. Esernarrer. Would there be a tremendous administrative dif- 
ficulty in knowing whether or not tires were going to be used on the 
roads or procured ' for ore mining purposes, is the question that I have? 

Mr. Jounson. That involves a bit of a problem, but it has been 
handled so that, when they are specified in purchase for use on off- 
the-highway equipment, then the tax is exempt. We have that sit- 
uation in diesel fuels and in several other cases. 

Mr. Eseruarrer. Is it a mere statement by the purchaser that he 
intends to use them for ore-mining purposes that exempts them from 
the tax? 

Mr. JoHnson. That is right. 

Mr. Esnernarrer. Do any of the States exempt them from taxes? 

Mr. Jounson. There are no State taxes, to my knowledge on tires, 
but on the other products such as fuels, we certify that so much is 
used on over-the-highway equipment. We are not speaking of the 
equipment we use that does go on the highways. 

Mr. Eseruarrer. Thank you, Mr. Chairman. 

The Cuamman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. It strikes me that what you are saying to us, in effect, 
is this, that in the mining business there is a lot of machinery that 
uses rubber tires and which never gets on the highway / 

Mr. Jounson. That is correct, sir. 

Mr. Jenkins. My observation has been also that in a lot of this ma- 
chinery the tires would not be usable on anything that runs on the 
highway. 

Mr. Jounson. That is true in a lot of it, sir, but there is also a very 
substantial amount of tires that we use that could be used on highways. 

Mr. Jenkins. That is true, is it? 

Mr. Jounson. Yes, sir. 
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Mr. Jenxrns. That would be, I suppose, on the trucks? 

Mr. Jounson. On the trucks, specifically on the trucks. 

Mr. Jenkins. In your machinery that you run in and out of the 
mine, with so much of the mining done by strip mining, you have a 
lot of trucks without tires at all. They will have steel treads. ‘They 
might have some with tires, but, in some cases, they could never be 
used on the highway. 

How are you going to classify them ? 

Mr. Jonnson. We cannot, with one simple statement, define that 
this tire can only be used on a mine truck, because that same tire is 
similar to another truck tire that is used on a highway. We are speak- 
ing only of off-the-highway use of this equipment, these tires and 
tubes. 

For example, we have a very short life. I cited an average there of 
2,700 hours on our tires. The trucks operate on the average of 20 
hours a day. 

Mr. Jenkins. In my section of Ohio, 40 or 50 years ago it was a great 
coal-producing area, but they produced the coal from down under the 
ground. Now strip mining has come in and there is more strip-mine 
coal produced there by far than any other type. 

Mr. Jounson. Yes, sir. 

Mr. Jenkins. While those big trucks and scrapers do use tires, I do 
not see how anybody would want to change them and run them out on 
the highway. 

Mr. Jounson. That is 100 percent right, and those are the pieces of 
equipment that I am well acquainted with. 

We also have another group of trucks that go down into the mines, 


particularly in the iron-mining Se ede aie is a smaller type of 


tire which could be used on highways. ey could be, but they never 
do reach the highway. The equipment never reaches the highway. 

Our only point is that those tires could be used on highways, and 
there is no exemption there. Otherwise, we are perfectly pleased. 

The Cuarrman. Mr. Holmes of Washington will inquire. 

Mr. Hotmes. We have much the same problem to which you have 
been referring in mining conditions, in the logging business on the 
Pacific coast. 

To refresh my mind, was there not an exemption offered in last year’s 
Fallon bill as to this type of tire which is not used for any major por- 
tion of its wear and tear on the highway ? 

Mr. Jonnson. I appeared before the Public Works Committee, and, 
as I recall, the final version did provide that exemption when the 
application was for off-the-highway use. 

The Cuarmman. Are there any further questions? 

If not, we thank you, Mr. Johnson, for your appearance and the 
information given the committee, 

Mr. Jonnson. Thank you. 

The Cuarrman. Next is Mr. Robert B. DeCamp. Is Mr. DeCamp 
here ¢ 

Mr. Kean. Mr. Chairman, I would like to say that Mr. DeCamp is 
a resident of my hometown. I have known him and his family, his 
father and mother, for a great many years, very well and favorably. 

The CuatrmMan. We appreciate those remarks from Mr. Kean. 

Mr. DeCamp, please follow the usual custom and give your name and 
address and the capacity in which you appear, for the record. 
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STATEMENT OF ROBERT B. DeCAMP, PRESIDENT, NEW JERSEY 
MOTOR BUS ASSOCIATION, INC. 


Mr, DeCamr. My name is Robert B. DeCamp. I live at 41 Sher- 
brook Parkway, Livingston, N. J. I am president of the New Jersey 
Motor Bus Association, which represents practically all of the bus 
companies of New Jersey. I am also president of the DeCamp Bus 
Lines. 

We desire to express our objections to the wording of the exemption 
from the payment of the additional 1-cent tax on gasoline and diesel 
fuel as contained in lines 5 to 18, page 13 of the bill. 

We assume that it is the intention of Congressman Boggs to exempt 
mass-transportation buslines from the payment of the tax increase. 
The present wording of the exemption will exclude from its benefit 
many of the mass-transportation buslines operating in New Jersey. 

A commercial zone of a municipality, as defined by the Interstate 
Commerce Commission, consists of a base municipality, any munici- 
palities ‘contiguous to it, and any other municipalities which may be 
within 2, 3, 4, or 5 miles of the base municipality, the maximum dist- 
ance depending on the population of the base municipality. 
depending on the population of the base municipality. 

Qur principal municipalities are Newark, Jersey City, Elizabeth, 
Camden, Trenton, Paterson, Passaic, and New Brunswick. Mass- 
transportation bus service carries thousands of people daily back and 
forth between each of the above and its outlying communities serving 
as many as 7 or 8 municipalities on a specified route. 

The present wording of the exemption will exclude most of these 
buslines. 

Mass-transportation buslines carry 208,000 passengers daily, 104,000 
in each direction, between New Jersey municipalities in 5 counties: 
Hudson, Essex, Bergen, Passaic, and Union and New York City via 
the Holland Tunnel, Lincoln Tunnel, and the George Washington 
Bridge. 

The New York commercial zone, as prescribed by the Interstate 
Commerce Commission, includes only the following New Jersey mu- 
nicipalities: Englewood, Alpine, Tenafly, Englewood Cliffs, Leonia, 
Fort Lee, Edgewater, Cliffside Park, Fairview, Palisades Park, and 
Ridgefield, all of which are in Bergen C ounty: that part of Hudson 
County east of Newark Bay and the Hackensack River, and any other 
municipality within 5 miles of New York City. 

Under the present wording of the exemption, most of the mass- 
transportation lines extending from the five counties into New York 
City will be excluded. 

Mass-transportation buslines carry about 42,000 passengers daily, 
21,000 in each direction, between New Jersey municipalities in 3 coun- 
ties: Camden, Gloucester, and Burlington and Phikedelehia via the 
Delaware River Bridge connecting Camden and Philadelphia. 

The Philadelphia commercial zone, as defined by the Interstate Com- 
merece Commission, includes only the following New Jersey commu- 
nities: Camden, Merchantville, Pennsauken, W oodlynne, and Glou- 
cester City, all of which are in Camden County, and Palmyra in 
Burlington County. 
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Under the present wording of the exemption, most of the mass- 
transportation lines extending from ‘the three counties into Phila- 
delphia will be excluded. 

We recommend the deletion of the present language contained in 
lines 5 to 18, inclusive, page 13, and the substitution of the following: 
used or resold for use by any person in connection with furnishing scheduled 
common-carrier, public-passenger, land transportation service along a fixed route 
provided for the regularly recurring mass transportation of persons between 
their homes and places of employment. The amount of any overpayment under 
this subparagraph shall be an amount equal to the difference between the 
tax paid and a tax computed at the rate of two cents a gallon. 

Such language will clearly establish the line of demarcation between 
mass-transportation buslines operating in urban areas and over the 
highway, long-haul buslines. 

Here is a fact which every Congressman knows or should know. 
There is a growing crisis developing in the bus industry. Declining 
revenues and increasing costs are forcing privately owned mass trans- 
portation bus lines out of business. Hence, it is vital that we be 
protected from additional Federal taxes if we are to survive. 

Mr. Boaes. Mr. Chairman ? 

The Cuatrman. Does that complete your statement, Mr. DeCamp ? 

Mr. DeCamp. I have one alternate that I would like to read into 
the record in our proposal. 

The CuarrMan. Do you want to submit it for the record ? 

Mr. DeCamp. Yes; I would like to. 

The CuatrMan. Without objection, you may include that. in the 
record. 


(The proposal referred to follows :) 


H. R. 9075 


ALTERNATE PropoSat or Rosert B. DeCAMpP, PRESIDENT OF THE NEW JERSEY 
Moror Bus ASSOCIATION 


Delete present language contained in lines 5 to 18 inclusive, page 18 and sub- 
stitute the following: “used or resold for use by any person in connection with 
furnishing scheduled common carrier public passenger land transportation sery- 
ice along a fixed route provided for the regularly recurring mass transportation 
of persons between their homes and places of employment but only if at least 
75 percent of the miles operated over said fixed route on which such person 
furnishes such service is within the limits of a single commercial zone or within 
the limits of a 25 mile radius of a single commercial zone. The amount of any 
overpayment under this subparagraph shall be an amount equal to the difference 
between the tax paid and a tax computed at the rate of 2 cents a gallon. For 
purposes of this subparagraph, the term “commercial zone” means a zone pre- 
seribed by the Interstate Commerce Commission as the commercial zone of a 
municipality.’ 

Explanation: Mass transportation bus lines carry 208,000 passengers daily 
(104,000 in each direction) between New Jersey municipalities in 5 counties: 
Hudson, Essex, Bergen, Passaic, and Union and New York City via the Holland 
Tunnel, Lincoln Tunnel and the George Washington Bridge. The New York 
commercial zone, as prescribed by the Interstate Commerce Commission in- 
cludes only the following New Jersey municipalities: Englewood, Alpine, Tena- 
fly, Englewood Cliffs, Leonia, Fort Lee, Edgewater, Cliffside Park, Fairview. 
Palisades Park, and Ridgefield, all of which are in Bergen County; that part of 
Hudson County east of Newark Bay and the Hackensack River; and any other 
municipality within 5 miles of New York City. Under the present wording of 
the exemption most of the mass transportation lines extending from the 5 
counties into New York City will be excluded. 

The wording above proposed accomplishes the following: 
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1. The exemption will only apply to a specific route used for the regularly 
recurring mass transportation of passengers between their homes and places 
of employment; and 

2. Only if 75 percent of the miles operated over said route is within a 
single commercial zone or within the limits of a 25-mile radius of a single 
commercial zone. 

The Cuatmman. Thank you for your appearance and the informa- 
tion given the committee. 

Mr. Boggs cf Louisiana will inquire. 

Mr. Boces. I would simply like to tell the witness that it was my 
intention to exempt these mass public transportation industries. 

Now, the drafting of the language is very difficult. I suggest that 
you and your representativ es consult some technical people on it. 

Mr. DeCamr. Thank you 

Mr. Kean. Mr. Chairman? 

The CHairman. Mr. Kean of New Jersey will inquire. 

Mr. Kean. The alternate proposal which you have just put into the 
record requests a tighter version of the language which is in your 
inain statement here which, because of the fact that it is not very 
tightly drawn, might be objectionable to some people as not being 
specific enough ? 

Mr. DeCamp. Well, that is the reason we put in the alternate. 

Mr. Kean. This alternate proposal is specific and would probably 
make sure that nobody would get the exemption who should not get 
it and who was not really a part of mass transportation ¢ 

Mr. DeCamp. That is i vy 

Mr. Boees. I gather that your problem arises in that the commer- 
cial zone form in the ICC just will not apply in your situation, is that 
correct ¢ 

Mr. DeCamp. That is correct. 

You see, in New Jersey I think we are one of the few States that 
have conditions of this type where the bus lines there serve several 
communities, 

Mr. Boces. These are contiguous communities ? 

Mr. DeCamp. In other wor ds, you can ride out of Newark and you 
would think you are in the same city but you are in another commu- 
nity. 

Mr. Bosés. So that your proposal would have the effect of deline- 
ating these areas so that you could stretch out for instance, the 
Washington system so that it meets the Baltimore system, and then 
yon would have an intercity connection ? 

Mr. DeCamp. We did not want to include the long-haul carriers. 
We have some in New Jersey, but we would like this extension to take 
care of these fellows who are, say, operating 15 miles out of the city 
of Newark and which are mass transportation carriers. 

Mr. Boees. But you want to take care of those transport companies 
whose business it is to transport people to and from their employ- 
ment? 

Mr. DeCamp. That is correct, sir. 

Mr. Kean. I would say, Mr. Boggs, that, coming from Newark: and 
going out toward my area, we go through Newark, East Orange, 
Orange, West Orange, Livingston, all of those communities right in nt 
row which are all different communities, and they are all contiguous 


and all built up. 
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Mr. Boces. Congressman Becker from New York told me that he 
had a similar situation. 

Mr. Kran. That is the situation. 

The Cuatrrman. We thank you, Mr. DeCamp, for your appearance 
and the information given the committee. 

Mr. DeCamp. Thank you 

The Cuatmman. The next and last witness before the noon recess is 
Mr. Ernie Adamson. 

Is Mr. Adamson present? Come forward, please, sir. 


Please give your name, address, and the capacity in which you ap- 
pear. 


STATEMENT OF ERNIE ADAMSON, MIDDLEBURG, VA. 


Mr. Apamson. My name is Ernie Adamson. I am an attorney and 
I have acted for many years as counsel for motortruckers and shippers. 
I am here today, however, on my own. 

The Cuarrman. What is your address? 

Mr. Apamson. Middleburg, Va. 

The Cuarrman. All right. You are recognized and you may pro- 
ceed, Mr. Adamson. 

Mr. Apamson. Iam nota prominent citizen such as some of the other 
witnesses whom you have had here today. My principal claims to 
distinction are based on the fact that I grew up with the late Con- 
gressman Camp, a long-time member of your committee, and roomed 
with him at college. 


The CHamman. We are very glad to have you. You may proceed 
with your statement. 

Mr. Apamson. I wish to make one principal point here today. 

The Cuatrman. This is the statement that you are presenting ? 

Mr. Apamson. Yes. 

The principal point that I want to bring for attention is this: 

The motortruckers for hire have one great problem today, and 
that is the multitude of State regulations, fees, and taxes, and that 
extends all over the whole country. A motortrucker who operates in 
10 or 12 or 15 States often finds that it costs him as much to book- 
keep these taxes, fees, and requirements as the sum total of the taxes. 

I have in mind one company operating in 27 States. They have 
to pay 1 man $4,000 a year, and he does nothing but look after the 
various regulations, fees, and taxes in the States other than the State 
of domicile. 

If you should decide that another source of revenue is necessary, 
and you should decide on some form of Federal license tax plan, I 
urge you to enact some provision which will exempt the operations 
of these truckers over interstate highways from the State taxes and 
fees, except in the State of the domicile of the vehicle. 

Of course, I realize that the vehicle must be registered in a home 
State, and in that State, of course, they have a right to assess the 
taxes. 

I also want to say that, to my mind, we must have a more adequate 
system of interstate highways and, unless we do have some move in 
that direction, I fear that the rash of toll highways will become worse. 


Of course, the toll highways are a great luxury, but I think in the long 
run it isa mistake. 
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I think that we should have an adequate system of interstate high- 
ways constructed and supervised by the Federal Government. 

Interstate transportation is the backbone of this country. It is true 
that the nature of the trucking business for hire is changing slowly 
in that the railroads are slowly becoming the dominant factors in it, 
but regardless of that fact, if you should find that you need another 
source of revenue and you must go to the Federal licensing of vehicles, 
I suggest that you see to it that they are exempted from these multi- 
tudinous taxes and fees that are now laid on them by the several States. 

Thank you very much. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

The committee will now stand adjourned until 2 o’clock this after- 
noon, when we will hear testimony from Secretary of Commerce 
Weeks. 

(Whereupon, at 11:45 a. m., the committee recessed, to reconvene at 
2 p. m. of the same day.) 


AFTER RECESS 


The Coarrman. The committee will please be in order. 

We are very happy to have with us as our witness this afternoon the 
Honorable Sinclair Weeks, Secretary of Commerce. 

Mr. Secretary, we extend to you a very cordial welcome. We are 
very glad to have you with us again. We will be pleased to hear you. 

You are recognized to present your main statement without inter- 


ruption. 


STATEMENTS OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE; PHILIP A. RAY, GENERAL COUNSEL, DEPARTMENT OF 
COMMERCE; C. D. CURTISS, COMMISSIONER, BUREAU OF PUBLIC 
ROADS; AND F. C. TURNER, ASSISTANT COMMISSIONER, BUREAU 
OF PUBLIC ROADS, DEPARTMENT OF COMMERCE 


Secretary Werks. Thank you, sir. 

Mr. Chairman and gentlemen, I have here a statement. I will read 
it for the record and be happy to attempt to answer questions. 

I appreciate the opportunity to appear before your committee in 
its consideration of H. R. 9075, the Highway Revenue Act of 1956, 
which is intended to provide for raising the necessary Federal revenues 
required to finance the Federal highway program authorized by H. R. 
$836, the Federal Highway Act of 1956. 

I should like to refer to the principal provisions of H. R. 8836, and 
repeat certain of the views which I expressed to the Committee on 
Public Works. 

H. R. 8836 provides total additional authorizations of $24,825 mil- 
lion for the National System of Interstate Highways for the 13-year 
period beginning with the fiscal year ending June 30, 1957, and con- 
tinuing through the fiscal year ending June 30, 1969. 

The bill also authorizes an additional $25 million for the fiscal year 
1957, $750 million for the fiscal year 1958, and $775 million for the 
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fiscal year 1959 for the Federal-aid primary and secondary systems 
and extensions thereof within urban areas, and expresses the congres- 
sional intent progressively to increase the total authorization for these 
three categories by a minimum of $25 million anually for a 10-year 
period ending June 30, 1969. 

Furthermore, the bill provides authorization, for forest highways 
and other roads on the Federal domain for the fiscal years 1958 and 
1959 in the same amounts as now provided in the Federal-Aid High- 
way Act of 1954 for the fiscal years 1956 and 1957, and expresses 
congressional intent to continue until June 30, 1969, authorizations 
for such roads at annual rates not less than those contained in the 
Federal-Aid Highway Act of 1954. 

In testifying before the Committee on Public Works, I stated that 
we were very gratified that H. R. 8836 accomplished the principal 
objectives of the President’s program for completion of the Interstate 
System by authorizing construction of the system as an integrated 
project, by requiring the Federal Government to assume the principal 
responsibility for financing the program, and by providing for appor- 
tionment of funds among the States on the basis of need. 

However, I urged that the period of authorizations for completion 
of the Interstate System be fixed at 10 years, as recommended by the 
President in his various messages to the Congress, and that an adequate 
plan of financing be adopted which would permit accomplishment 
of this objective. 

I also stated that we were gratified that H. R. 8836 met the objec- 
tives of the President that Federal aid be continued for improvement 
of other national highway systems. 

It is my understanding that virtually all of the witnesses now being 
heard by the Committee on Public Works are supporting the prin- 
cipal provisions of H. R. 8836. The need for an expanded and adequate 
highway program was also confirmed by numerous representatives 
of farm organizations, industry, labor, and other interests, and offi- 
cials of State and Federal agencies at hearings before the Senate 
and House Committees on Public Works during the last session of the 
Congress. 

There is, therefore, no real necessity for further confirmation of 
these needs. However, I consider it appropriate that your committee, 
which has the task of raising the Federal revenue required for financ- 
ing the Federal highway program authorized by H. R. 8836, be pro- 
vided with some information as to why such a program is required 
for the personal safety, the general prosperity, and the national 
security of the American people. 

During the past year, 38,300 persons lost their lives in highway 
accidents. Another 1,350,000 persons suffered injuries, with 100,000 
of them being permanently disabled. The losses in the past year 
alone from these deaths and injuries have been estimated at the 
astounding total of $4.7 billion. 

The number of motor vehicles increased from 58 to 61 million during 
1955, and estimates indicate that there will be 81 million vehicles on 
the highways by 1965. 

Contributing to the conclusion that a continuing rise in the number 
of motor vehicles is in prospect are the expected increases in our pop- 
ulation and annual income. Estimates indicate that our population 
will increase by about 30 million in the next 10 or 15 years. 
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Economists predict that our annual income and productivity will 
increase by at least 40 percent in 10 years. Much of the increase in 
our annual income is expected to go to those in the lower and middle 
income brackets, the ones most likely to convert their rising income 
into automobiles. 

These estimates and predictions indicate that the fearful toll of in- 
juries and property damage resulting from accidents on our highways 
will increase in even greater proportion unless steps are taken immed- 
ately to modernize our highway system. 

In addition to the huge toll of personal casualties and property dam- 
age, we are losing billions of dollars each year as the direct or indirect 
result of existing inadequacies in our highways. These losses are the 
result of delays, soaring operating costs due to traffic congestion, ris- 
ing insurance premiums, and so forth. 

Farmers, manufacturers, and all forms of businessmen suffer de- 
lays and unnecessary expense in the transportation of their products 
to the consumer. 

It is unnecessary to point out that the consumer ends up by paying 
the increased distribution costs resulting from inadequate roads. Our 
highway system must be expanded and made adequate from the stand- 
point of safety and economics. 

It is even more necessary that the Interstate System, which is the 
backbone of the Nation’s highways, be authorized for completion over 
a period of 10 years as recommended by the President. This system, 
the designation of which was authorized by the Federal Highway Act 
of 1944, consists of 40,000 miles of routes in the United States which 
were selected by joint action of the State highway departments in 
cooperation with the Federal Government. 

The designated routes were found to be the most imporfant from 
the standpoint of military and civil defense. Although the system 
constitutes only about 1.2 percent of our total road mileage, it joins 
42 State capitals and 90 percent of all cities over 50,000 population. 
It carries more than one-seventh of all traffic, one-fifth of all rural 
traffic, and directly serves 65 percent of the urban and 45 percent of 
the rural population. 

It touches or crosses 406 of the 435 congressional districts, and in- 
cludes virtually every section and segment of the population. 

Because the system serves as a main trunkline for the transportation 
of men and material between our major population and industrial 
centers and seaports, it would afford a much greater degree of service 
than any other system in the efficient and rapid movement of heavy 
types of military equipment in time of war. 

Since the system is composed of the main arterial routes leading out 
of our major cities, it would be of inestimable value for rapid and 
mobile evacuation of the civilian population from urban centers. 

Both the Congress and the President have recognized that the Na- 
tion’s highway problem is very acute. The Federal Aid Highway Act 
of 1954 directed the Secretary of Commerce to make a study of the 
costs of completing the several systems of highways in the several 
States. 

The President appointed an Advisory Committee on a National 
Highway Program, with Gen. Lucius D. Clay, as Chairman. This 
Committee submitted its report in January 1955, entitled “A 10-Year 
National Highway Program.” 
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The President transmitted the report to the Congress with a special 
message on February 22, 1955. Legislation was subsequently intro- 
duced which implemented the recommendations set forth in the Presi- 
dent’s message. 

The Secretary of Commerce submitted the report called for by the 
Federal-Aid Highway Act of 1954 on March 25, 1955. 

The Advisory Committee recommended that special emphasis be 
placed on early completion of the Interstate System, and estimated 
the cost of completing the system to be $27 billion as of December 31, 
1954. 

The committee recommended that the Federal Government provide 
$25 billion of this amount, and that State and local subdivisions pro- 
vide the remaining $2 billion. 

The study submitted by the Secretary of Commerce to the Congress, 
which was prepared by the Bureau of Public Roads on the basis of 
detailed estimates submitted by the 48 States, estimated the total cost 
of completing the then 37,700 miles of the Interstate System to be 
approximately $ $23 billion. 

The cost of completing the remaining 2,300 miles, which have been 
subsequently designated, was estimated to require an additional $4 
billion. 

Both the Advisory Committee estimates and those of the Secretary 
of Commerce were based on requirements necessary to bring the Inter- 
state System to standards which would be adequate for estimated 
traffic in the year 1974. 

The President has recommended in his state of the Union and budget 
messages, and in his economic report to this Congress, that completion 
of the Interstate System be authorized as one project over a period of 
10 years. 

AsT stated previously, H. R. 8836 provides for completion of the 
Tnterstate System as an integrated projec t by containing total authori- 
zations of $24.825 million for the 13-year period beginning with the 
fiseal year ending June 30, 1957, and continuing through the fiscal 
year June 30, 1969. 

We believe that, if we are ever to solve our increasing traffic prob- 
lem, the Interstate System must be authorized as one pr oject. Mod- 
ern highways are the product of technology and require painstaking 
design and preliminary engineering, as well as right-of-way acqui- 
sition. 

Absence of a definite program inevitably leads to a dissination of 
careful plans and resources, with a consequent waste and need to 
redevelop highway standards and assemble the required manpower 
and materials. 

Furthermore, a partial or piecemeal program does not catch up 
with needs, and multiplies cost. The States cannot undertake to obtain 
the necessary modernization of State laws for the advance acquisition 
of rights-of-way, controlled access, and integration of highway au- 
thority at all levels of Government unless they are assured of an 
adequate program. 

H. R. 8836 also requires the Federal Government to assume the prin- 
cipal responsibility for financing completion of the Interstate System 
by providing for 90 percent Federal and 10 percent State matching 
because of the predominant Federal interest in this national system. 
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Being relieved of the heavy interstate burden, the States can then 
apply greater amounts of their own funds for matching Federal funds 
provided for the Federal-aid primary and secondary systems. 

H. R. 8836 provides that funds for completion of the Interstate Sys- 
tem shall be apportioned among the States in the ratio which the esti- 
mated cost of completing the Interstate System in each State bears 
to the total cost of completing such system as set forth in the study 
submitted by the Secretary of Commerce to the Congress, which was 
published as House Document No. 120. 

We believe that this is the only method which will fully accomplish 
the objective of completing the Interstate System in a given period 
of time in accordance with the needs determined by the States with 
the cooperation of the Bureau of Public Roads. 

The formulas used in previous Federal-Aid Highway Acts for ap- 
portioning funds among the States on the basis of population, area, 
and mileage would not permit this to be accomplished. Nor would 
such formulas assure simultaneous completion of the entire system. 

I have previously referred to the fact that I recommended to the 
Committee on Public Works that the authorization period for com- 
pletion of the Interstate System be fixed at 10 rather than 13 years, 
as provided in H. R. 8836. 

1 made this recommendation because we are falling further and 
further behind in our efforts to keep the Interstate System adequate 
to meet our needs. Complete sessation of highway construction dur- 
ing World War II and the amazing increase in the number of motor 
vehicles, to which I have previously referred, have made this even 
more difficult. 

Although I have referred throughout the statement to the Inter- 
state System because of its predominant Federal interest, the bill 
wisely includes provision for continuing assistance to the States in 
improvement of Federal aid primary and secondary systems and 
their extensions into urban areas. 

The main through roads and interstate roads comprising the prin- 
cipal highways of the Nation constitute the primary system. The 
secondary system consists of farm-to-market routes, rural mail routes, 
school-bus routes, and county and local roads which feed the local 
traffic into the primary roads. 

The Federal aid primary system consists of a total of about 234,400 
miles, of which 16,500 miles are in the urban category and 40,000 are 
included in the Interstate System. The mileage of the secondary sys- 
tem is about 483,000 miles. 

H. R. 8836 quite properly, therefore, authorizes an additional $25 
million for the fiscal year 1957 for the Federal aid primary and sec- 
ondary systems and extensions thereof within urban areas. 

The bill further increases the authorizations for the fiscal years 
1958-59 and expresses the congressional intent progressively to in- 
crease the total authorizations for these systems by a minimum of $25 
million annually for a 10-year period ending June 30, 1969. 

We believe that these increases and the pronouncement of congres- 
sional policy provide a well-balanced program of expansion on all 
our road systems. The pronouncement should be of material assist- 
ance to the States in enabling them to plan in advance concerning 
the raising of funds required under the 50-50 matching formula ap- 
plicable to the granting of Federal aid to these systems. 
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I believe that it will be of interest to you to know that two-thirds 
of our highways are below minimum safe-driving standards for 
today, much less tomorrow, with worn-out pavements, poorly en- 
gineered curves, narrow rights-of-way, jammed intersections, and 
narrow bridges. 

Speaking in terms of national averages, the typical rural highway 
on the Interstate System has a surface that was last improved in 1937, 
afd a roadway on which the last major improvement of alinement 
and grade was made in 1932. Only about 5,000 miles of this system 
outside of towns have more than 2 lanes. 

The cost estimates which have been computed for needed improve- 
ments for our highway system naturally provide the highest design 
standards for the Interstate System, while progressively lower stand- 
ards have been used for each road system of lesser importance. 

The States have the responsibility at the present time, under the 
various Federal-aid statutes, for the planning, construction, and 
maintenance of projects in the interstate and other Federal-aid high- 
way systems. 

No change is contemplated in these responsibilities with respect to 
the construction of the highway systems which would be authorized 
by H. R. 8836. 

Practically every one would benefit from an expanded highway 
program such as that authorized by H. R. 8836. Farmers, manu- 
facturers, and businessmen in general would be able to get their prod- 
ucts to the consumer in much less time. 

Consumers would enjoy lower transportation costs. 

Highway transportation, which is a major factor in our economy, 
would thrive. 

Our general economy would benefit since industry and employment 
directly related to the highway transportation system and its by- 
products account for about one-seventh of the total value of our gross 
national product. 

I am submitting, Mr. Chairman, for the record certain tables in- 
corporating infornztion requested in the letter of February 15, 1956, 
from your committee. 

I shall be pleased to answer any questions which you may have 
with respect to them. 

I may say in conclusion, Mr. Chairman, that I am very much 
gratified at the progress that this legislation seems to be taking, both 
in Public Works and I think here, I hope here. 

I think we have the figures on the expense with us, for which you 
have asked. 

I think that this is a very important project and I hope it will meet 
with success. 

Thank you, sir. 

The Cuarrman. Does that complete your statement, Mr. Secretary ? 

Secretary Weeks. Yes, Mr. Chairman, it does. 

The Cuarman. We thank you for your appearance and for the 
information you have given the committee. 

Are there any questions ? 

Mr. Boges. 1 have some questions. 

The CHarrman. Mr. Boggs of Louisiana will inquire, Mr. Secre- 
tary. 
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a Bocas. Mr. Secretary, I would like to examine these tables just 
a bit. 

I have before me the larger table captioned “Existing and Proposed 
Authorizations and Estimated Payments for Primary, Secondary, 
Urban, and Interstate Highways,” dated February 16, 1956. 

The figures for fiscal years 1957, 1958, 1959, 1960, 1961, 1962, and 
1963 are $815 million, $710 million, $323 million, $180 million, $90 
million, $60 million, and $10 million. Those are under the 1954 au- 
thorization ; is that correct ? 

Secretary Wrrxs. The 1954 and prior authorizations, that is the 
money that would be required to clean up all of the authorizations that 
exist today. If you cut off any further highway work, you would still 
pay that amount of money to clean up what you have already 
authorized. 

Mr. Bocas. The Fallon bill as drafted authorizes for fiscal year 
1957, $25 million over and above the $700 million budget estimate. 

Now, this $815 million is not over and above that; is it? 

Secretary Werks. No, it is not. You have a present authorization 
which includes the 1954 bill authorizations and prior authorizations 
not yet paid up. 

Mr. Boces. What I am trying to get at is whether or not all these 
authorizations are going to be in addition to the new authorizations 
in the Fallon bill? 

Secretary Werks. They are in addition because they are already 
on the books. 

Mr. Boaes. Maybe I have not stated my question properly. 

Under the Fallon bill for Federal aid, if my memory is correct, 
$750 million would be spent for Federal aid under the Fallon bill in 
fiscal 1958. 

Does that chart indicate to you, because it is important insofar as the 
total is concerned, that there will be $710 million appropriated by 
Congress in addition to that, making a total of $1,400 million for 
1958 ? 

Secretary Werks. Mr. Congressman, I think if you would look at 
the chart, the other chart which is the “estimated expenditures to 
be made during fiscal period 1957-71,” I could answer your question 
better from that chart. 

You have in the first three columns the regular Federal aid envis- 
aged in the Fallon bill and the interstate system costs in the Fallon 
bill, which totals $35,500 million. This is expenditure. 

Mr. Boecs. Down below you have $2,188 million expenditures based 
on the 1954 and prior authorization acts. 

Secretary Werks. No. Down below you have $2,470 million in the 
first column, of which $1,885 million pays for authorizations now on 
the books. The $585 million above it assumes that an authorization 
bill will be provided for the fiscal year 1970 and 1971, and that 
amount of the authorization bill will actually be expended in that 
biennium. 

Mr. Bocas. Mr. Secretary, I understand the way you get these fig- 
ures. What I am trving to ask you is this: 

Whether or not your program and the Fallon program contemplate 
the actual spending of $710 million plus $770 million in these fiscal 
years ? 
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Secretary Weeks. The Fallon bill does not. 

Mr. Boaas. Let me put it another way. 

You see, the Fallon bill, as I understand it, does a double-barreled 
thing. It takes Federal aid beginning in fiscal 1957 and carries it on 
through 1969, with an annual increase of $25 million, starting with 
$725 million in 1957 fiscal year and going to $1,025 million in fiscal 
1969; is that correct ? 

Secretary Weeks. That is correct. 

Mr. Boces. Now, is it contemplated that these authorizations passed 
in 1954 will be spent in addition to those sums, or is it contemplated 
that the Fallon bill picks up and takes over the Federal-aid program 
on that basis of $725 million, $750 million, $775 million, and so on? 

In other words, does it not supplant these authorizations? 

Secretary Weeks. No, it does not. 

Mr. Boees. Well, then, does it not absorb them ? 

Secretary Werks. No, it does not. 

Mr. Bocas. You contemplate then an additional Federal-aid pro- 
gram to the extent of $2,188 million over and above the Fallon 
program ? 

Secretary Wrexs. Well, the Fallon bill authorizes certain sums in 
the field of regular Federal aid. It adds $25 million for fiseal 1957 
to the authorization now in existence, and then it adds $750 million 
and $775 million for the coming biennium. 

Mr. Boaes. That is correct, Mr. Secretary, and that is the point I 
am trying to make. 

The 1954 and prior act heading is the regular Federal aid, is it 
not ? 

Secretary Weeks. Yes. 

Mr. Boaes. Does not Mr. Fallon’s bill just pick that up and make 
that part of his program? 

Secretary Werks. No, sir; it does not. 

Mr. Boges. Then you are telling me that there is $2 billion over 
and beyond the Fallon bill? 

Secretary Weeks. On the authorizations now in existence. 

Mr. Boggs. Well, now, if you examine the conservation programs 
or reclamation programs or flood-control programs, you will find 
authorizations running into many billions of dollars. There is a 
very decided distinction between an authorization and an appropria- 
tion. 

Secretary Weeks. You are quite right, sir. 

Mr. Boces. What I am tryimg to find out is whether or not you 
simply added up existing authorizations plus the Fallon authoriza- 
tion, and whether or not it is contemplated that the Fallon bill does 
not supplant these 1954 and prior authorizations? 

Secretary Weeks. The Fallon bill does not supplant any author- 
izations now on the books. It adds to the present biennial just $25 
million in the second year of that biennial, which is 1957, which is on 
the Federal-aid system; but it does not supplant present authoriza- 
tions. 

Mr. Boaes. Let us take 1958. 

Secretary Weeks. That is a new authorization for the next biennial 
which is 1958-59. 

Mr. Boees. I understand that, Mr. Secretary. The Fallon bill has 
$750 million for 1958. 
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Now, the Fallon bill contemplates carrying on existing Federal-aid 
programs. Do you propose that in 19! 58 there will be | $750 million 
under the Fallon bill ? 

Secretary Werks. Yes, sir. 

Mr. Boees. And $710 million under the 1954 act? 

Secretary Weeks. In the $710 million there are certain moneys 
which have to be expended. Because of the time lag, they come into 
that year so that you look on one page for the authorizations, and 
then you look into another set of figures for the table of expenditures. 

Mr. Boces. Well, now, assuming that that is correct, then you cut it 
off at 1971, so that you are projecting 1954 and prior acts through 
1964, or a period of a minimum of 10 years for authorizations of 10 
years ago. 

What is your —- on the end of these authorizations? You 
cut it off just arbitrarily at 1971. Would not a projection logically 
stand for another 5 or 6 or 7 years, on the same theory ? 

Secretary Werks. Well, it could, certainly, depending upon what 
the time lag might be at the end of the period, but you have authoriza- 
tions presently. on the books. You have the Fallon authorizations, 
and, when you come to expenditure, they total an expenditure of 
$38,273 million. 

At the end of the period under this estimate, the final biennial bill 
that is in the Fallon estimate would have been cleaned up, and also 
$585 million of an estimated biennial for 1970-71 would be added in, 
and that would find you on June 30, 1971, having completed the Inter- 
state System, having completed all the biennials through 1969, and 
having paid for $585 million of the 1970-71 biennial. 

Mr. Boees. Of course, what you are doing is that you are projecting 
the 1954 and prior authorizations, whether or not they have been 
appropriated. You are simply taking the total authorizations. You 
are projecting them to 1964. You have your total expenditure figure. 

On the revenue side of the coin, you do not make the same projection, 
and you assume that you are going to spend all of the $38 billion by 
1971. 

If you have not spent all of the authorizations made before 1954 
until 1964, it is certainly not logical to assume that you would have 
spent all of these authoriations in the Fallon bill, plus the 1954 and 
prior authorizations, by 1971. 

Secretary Weeks. We assume that the Interstate System would be 
completed in the 15-year period, and we assume that the Federal-aid 
biennial would be completed through 1968-69. We have also added 
in an expenditure of $585 million of the 1970-71 biennial, which is not 
in the figures at all, except as an item of expenditure. 

I get your point completely, Mr. Congressman. 

You see here a lag of $2,188 million. 

Mr. Boces. $2,188 million. 

Secretary Weeks. Whereas we are actually in the second year of 
the 1954 biennial, and in that second year, starting next July 1, there 
w ould be $875 million ; so that, if you deduct the $875 million from the 

2.188 million, you have a lag there of $1.300 million, which is work 
suthorined but not paid for, and pushing over into this 15-year period 
of expenditures. 
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Now, I am quite willing to agree with you, Mr. Boggs, that there 
could very well be a lag on the end of this program comparable to the 
lag that we now bring in here. I do not think it would be as much of 
a lag, but we have not estimated it that way because we have closed 
it off as of June 30, 1971. 

Mr. Boges. Let me ask you this question : 

What are the total authorizations involved in this 1954 and prior 
acts which run $2,188 million in the lag. What was the total there? 

Secretary Weeks. Well, for the 1954 biennium there is $1,750 mil- 
lion. I donot know how far back you would go. Some of this money 
was authorized several bienniums ago, was it not ? 

Mr. Boces. How many? 

Secretary Weeks. It goes back to 1950. 

Mr. Boces. So you go from 1950 through 1964, a period of 14 years’ 
lag there? 

Secretary Werks. No, the authorization goes through fiscal 1957, so 
that you would add the bienniums that are foslaie’ through fiscal 
1957. 

Mr. Boges. I know that, but I suspect that your $10 million figure 
in 1963 is something that you are paying off on one of these authoriza- 
tions, is that right? 

Secretary Werks. I do not quite understand that last question. 

Mr. Boegs. Referring to your chart, under your heading “1954 and 
Prior Acts.” 

Secretary Weeks. That is money which we estimate will finally 
clean up the last of the authorizations presently on the books. 

Mr. Boocs. Therefore, you have a lag there from 1950, your first 
authorization, until 1964. 

Secretary Weeks. Well, this $10 million might come from the 
1954 bill, which is for the 1956 and 1957 fiscal years. 

Mr. Boces. What is the total involved in all of these authoriza- 
tions? 

Secretary Weerns. I would have to look them up. The 1952 act 
was $1,000,160,000. The 1950 act was $1 billion. There are almost 
$4 billion. 

Mr. Boses. You said 1950 and 1954? 

Secretary Werks. The 1950 biennium, the 1952, and the 1954. 

Mr. Boces. It is about $4 billion? 

Secretary Weeks. There is about $4 billion in those three biennia. 

Mr. Boces. So that an authorization of $4 billion is not actually 
appropriated and spent until 1964, with the first authorization being 
in 1950, or a period of 14 years? 

Secretary Werks. If you assume that the last $10 million comes 
out of the last biennium, you have a lag there of about 7 years. 

Mr. Boaes. At least 7 years. 

Secretary Weeks. I say that if you assume that your last payment 
is on your last biennium. 

Mr. Boees. I am not assuming that. You are putting down all 
these figures. 

Secretary Werks. It normally would be; would it not? 

Mr. Boces. The point I am trying to make is that, if you got, 
under your figures here, a lag of $2,188 million on this program which 
involved a total of $4 billion, is it logical to assume that all of this, 
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in a $35 billion program, is going to be tied up at the end of 1971? 
Certainly there has to be a lag beyond 1971; does there not ? 

Secretary Weeks. I think there could be. 

Mr. Boecs. And it could be much more than $2 billion? 

Secretary Weeks. No; I do not agree with that because your taxes 
are going off at that time. This thing has to be completed. I mean 
that is the presumption of the bill. 

After 1957, you see, your lag will be $1 billion and that will be 
finally cleaned up in 7 years. That is the real figure. 

When your last biennium expires, there will be about $1 billion 
of lag, and it takes about 7 years to wash that out on the schedule 
we have. 

Mr. Boces. Of course, when you come to this figure that you have 
on your second sheet, the difference needed to balance expenditures, 
you have in there $2,188 million that is not part of the Fallon pro- 
gram. 

Secretary Weeks. That is correct, but it has to be paid for, and the 
revenues that are included in the Fallon in-and-out program are 
already pledged, so to speak, to clean up these obligations now exist- 
ing, so that you have to include it. 

When you are talking about what you are going to spend, you must 
include in the expenses what you are now committed to. 

Mr. Boces. If you had the lag at the end, just as you had the lag on 
the 1954 authorizations which you are now asking us to assume, two- 
billion-some-odd-million dollars, obviously those obligations would 
not become due until some time after 1971. 

Secretary Werks. If there is a lag, that is correct; yes, sir. 

Mr. Bocas. Insofar as the revenues are concerned, the only revenues 
repealed in this proposal are the new revenues proposed, not the 
existing revenues. 

Now, the bond proposed would have pledged those revenues over 
a 30-year period. Those revenues, the existing revenues, will be avail- 
able after 1971 under my bill. 

Secretary Werxs. How long do they go? They drop a cent and a 
half on the gasoline in 1971. 

Mr. Boces. You would have 2 cents, 2 cents, 2 cents, 5 cents, and so 
forth. 

Secretary Weeks. I think we are not apart on this, Mr. Boggs. 
There is a lag now, although after fiscal 1959 the lag would be only 
$340 million, and after the fiscal 1957 the lag is about $1 billion. 

Now, if you assume the same lag, you would adjust your final figures 
of authorizations and expenditures by $1 billion, which in later years 
would have to be picked up and taken care of, but we have estimated 
on the assumption of completing the program in this period. 

Mr. Boees. Of course, particularly in the Federal aid part of the 
program, the Congress has a look-see at that every year; does it not! 

Secretary Werks. Well, every 2 years, at least. 

Mr. Boaes. Well, insofar as the appropriations are concerned, it 
has a look-see every year. 

Secretary Weeks. Yes, sir. 

Mr. Boces. For that matter, it could have a look-see at any of this 
every year. 

Secretary Werks. Yes. 
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Mr. Boees. Mr. Fallon told us yesterday that he had a cushion in 
his figures, in his bill, of about $3 billion. 

Secretary Weeks. That he had what? 

Mr. Boaas. A cushion. 

Secretary Weeks. A cushion? 

Mr. Boces. That is right. 

Secretary Weeks. What did he mean, sir, by that cushion ? 

Mr. Boeas. Well, he means that the estimates for the interstate sys- 
tem are about $23 billion, and that he has put in an additional $2 
billion estimate on the theory that you might have that much of an 
advance in cost. He also means that he has calculated $1 billion addi- 
tional in Federal aid by this $25 million a year revolving in compound 
increase, if you understand what I mean, which the Congress may 
or may not do. That is the $1 billion. 

Now, assuming that you have a $3 billion cushion in the authoriza- 
tion, would you think’ this committee would be justified, assuming 
the lag on the tail end of this thing, in attempting to raise not $19 
billion of revenues, but $19 billion in revenues? 

Secretary Werks. I think that, as far as the $23 billion is concerned, 
there must be some misunderstanding because, on top of the $23 bil- 
lion, we add $4 billion for the 2.300 miles that were allocated last 
September, and that makes $27 billion, of which the States are to con- 
tribute 10 percent, which brings it down to about $25 billion for the 
Federal participation. Those are the figures. 

When he said $23 billion, that was before this 2,300 miles was 
allocated. 

Mr. Boees. Well, you are calculating those costs over a 12-year 
period ? 

Secretary Weeks. Mr. Fallon. 

Mr. Boaes. Well, some of the technical people did it. 

Secretary Werks. The Clay estimates were a 10-year authorization 
and a 12-year payout. 

Mr. Boaes. The point I am making, Mr. Secretary, is that you cal- 
culate the cost for X number of years in advance. It may be more or 
it may be less; is that correct ? 

Secretary Weeks. Well, certainly when you are estimating costs 
over a long period of time, you cannot be mathematically precise, I 
guess, and there may be inflation and there may be deflation, but 
you have to make the best estimate you can on the basis of present 
cost considerations. 

Mr. Boces. That is the point I am making, and Mr. Fallon says 
that there is 2 $2 billion differential. 

Secretary Werks. I do not think there is, sir. I mean that I do not 
doubt that he said it, and I am sure, if he did, that he believes it, but 
I do not myself believe that there is any cushion there. 

Mr. Bocas. For the purpose of discussion, I am assuming that there 
is; or, for that matter, that there is not. 

Do you think that we should attempt to raise the $12 billion in this 
bill which is substantially what the Fallon bill sought to raise last 
year, or $12 billion plus $7,865 million? 

Secretary Weeks. Mr. Boggs, I should prefer not to comment on 
how you raise it. I want to be as helpful as I can in discussing the 
authorizations and the chart of expenditures, but I think I would be 
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trespassing on the prerogatives of the Treasury if I made suggestions 
on the tax end of it. 

Mr. Boces. Well, the President of the United States has recom- 
mended to pay as you go, as I understand it. 

You do not have any recommendations on how to pay as you go? 

Secretary Werks. I think the suggestion was made to him that pay 
as you go might be in order, and I believe he acquiesced in that method 
of handling it. I do not know that he recommended it. I should have 
to look up the record. 

Mr. Boggs. Let me ask you this question : 

You, of course, are here testifying on H. R. 9075. Have you exam- 
ined H. R. 9075? 

Secretary Weeks. Yes, I have looked it over; yes, sir. 

Mr. Boees. What do you think about the schedule set up in H. R. 
9075 ? 

Secretary Weeks. Mr. Boggs, I do not want to comment on the tax 
features of this measure. I think that the Secretary of the Treasury 
and the Treasury have that in their field, and I think they should dis- 
cuss the taxes. 

Mr. Bocas. The Secretary of the Treasury said that he had no rec- 
ommendations to make either. 

Secretary Weeks. I cannot be responsible for what the Secretary 
of the Treasury said. I am not going to get into the tax features, 
sir. I think it would be presumptuous of me if I did. 

Mr. Boces. Are we to take it then that the two agencies of the Gov- 
ernment which are most concerned with this program, namely the 
Commerce Department and the Treasury Department, are not going 
to make any recommendations to this committee ¢ 

Secretary Weeks. I cannot answer for the Treasury, sir. 

Mr. Boces. Well, insofar as the Commerce Department is concerned ? 

Secretary Weeks. I will say this: That what information we have 
and any help that we can give the committee, we want to give it. We 
want to cooperate in every respect, but I cannot be presumptuous 
enough to discuss Mr. Humphrey’s business. 

Mr. Boces. Do you supervise the Bureau of Public Roads? 

Secretary Weeks. Yes, sir. 

Mr. Boges. Do you have any studies in the Bureau of Public Roads 
which would indicate that the tax structure that we have placed in 
this bill is unfair to motorists and discriminatory in favor of truckers? 

Secretary Weeks. We have studies. We are working on these mat- 
ters, and such information as we have, we would be glad to furnish 
thecommittee. I do not know offhand what it is. 

Mr. Bosces. It is one of the principal issues before the committee 
right now. We want to find out what you have on that subject. 

Secretary Weeks. Do you want to answer that, Mr. Curtiss? 

Mr. Boces. The question is whether or not the rates proposed in the 
bill are unfair to motorists and discriminatory in favor of truckers. 

The Carman. Let the gentleman give his name and official posi 
tion. 

Mr. Curtiss. My name is C. D. Curtiss. I am Commissioner of 
Public Roads. 


73749—56——_13 
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Mr. Chairman, we have no information that would let us say defi- 
nitely that the tax rates proposed are either fair or unfair. We have 
certain statistical information which we would be very glad to give. 

Mr. Boees. I do not want to interrupt, but where would we get the 
information if you do not have it? 

Mr. Curtiss. I was just saying that we would be glad to make 
available any or all the statistical information that we have. 

Mr. Boses. I do not want any statistics. I want an answer to the 
question I asked. 

Secretary Wrexs. What is the question? 

Mr. Boges. The question is whether or not, in the opinion of the 
Bureau of Public Roads, the tax structure set out in this bill is either 
fair or unfair to any class of highway users? 

Secretary Weeks. It is not for the Bureau of Public Roads to answer 
that question, sir. They have information about statistics that show 
the cost of the roads, and so on, the use of the roads; but they cannot 
answer that question. They should not answer that question. 

Mr. Boees. Who can answer the question ? 

The charge has been made in the press that this bill is unfair to 
motorists, and the American Automobile Association has been making 
that charge. Of course, I do not agree with them, but I want to find 
out if there is any truth in what they are saying. 

Secretary WEEKs. In existence there are studies, one made by the 
State highway officials. 

Mr. Boges. I want the recommendations of the Commerce De- 
partment. 

Secretary Werks. There is one made at the direction of Congress 
in 1948 which came off the books in 1951. We have information, but 
we cannot make recommendations on those matters. 

Mr. Boces. How long has the Federal-aid program been in ex- 
istence ? 

Secretary Weprks. Since 1916. 

Mr. Boggs. Since 1916, 40 years? 

Secretary Werks. Forty years. 

Mr. Boces. You do not have any studies which would indicate how 
much a truck wears out a highway and how much an automobile wears 
out a highway, and all that sort of information ? 

Secretary Weeks. The needs in this bill were not developed by 
vehicles, so to speak. They were developed by the cost of building 
the roads. 

Do you want to answer that last question ¢ 

Will you state it again, please ? 

Mr. Bocas. I have not. received an answer to any of these questions, 
so far as I can find out. I will try to state it again. 

Does the Bureau of Public Roads have any study which would 
indicate what percentage of user taxes should be borne by commercial 
vehicles and what percentage should be borne by passenger vehicles, 
and, if such studies are available, what do they show ? 

Secretary Weeks. I am sure they have no studies which would 
indicate what. percentage of the costs should be borne by different 
classes of vehicles. I assume that they have studies that show the 

. . r . 
type of use that is given the roads by different classes of vehicles, but 
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they do not translate that into any recommendations as to how the 
cost should be shared, I am sure. 

Is that correct ? 

Mr. Curtiss. That is right. 

Mr. Boges. Then are we to assume this is really not a significant 
matter at all, this truck-automobile business ¢ 

Secretary Werks. It is unquestionably a significant matter insofar 
as the difference between the hard usage that one type of vehicle may 
give a road and another type. We can give you studies on that ques- 
tion, but we did not qreiasiene them into the costs of paying for the 
roads. 

Mr. Boees. Let me ask you this question, Mr. Secretary. I do not 
know where else to get this information. 

Last year the Fallon bill proposed one rate of tax on big tires and 
another rate of tax on small tires. The theory behind that was that, 
by paying that big tax on the big tires, you equalize costs of construc- 
tion, so to speak. 

— you prefer the Fallon bill, or would you prefer the Boggs 
nll? 

Secretary Weeks. Mr. Boggs, I cannot enter into a discussion of 
how the taxes should be levied against different classes of vehicles. 
We will make available to you any studies and any information which 
we have as regards the use of these roads, and how different vehicles 
operate on the roads. 

Mr. Boees. Let me ask vou another question. 

The Fallon bill represented a brandnew departure in Federal taxa- 
tion. There had never been anything like it before. The Boggs bill 
carries on the regular type of taxes that we have and in the Federal 
excise, graduated excises, since we have had them. 

Is there any study in the Bureau of Public Roads which would 
justify a complete departure from the traditional method of taxation / 

Mr. Curtiss. We have made no such study, Mr. Boggs. We do 
have an analysis of studies which have been made along that line by, 
I think, nine different States. We would be glad to make that avail- 
able. 

Mr. Boces. Am I to assume that this is just a campaign being made 
by people who just do not like trucks, or something ? 

What is behind all of this? 

If you do not have any information, where am I going to get the 
information ? 

Secretary Werexs. Just exactly what kind of information do you 
want, because we may have it and we may not. We would be glad to 
show you what we have. 

Mr. Boggs. I believe that everybody in this room understands it, 
Mr. Secretary. The information is whether or not we should put a 
differential on tires and, if so, on what basis. 

Secretary Werks. I am not going to tell you, with all due respect, 
whether you should put a differential on tires. 

Mr. Boaes. So you do not have any information? 

Secretary Weeks. Not on that question. 

Mr. Boees. Thank you very much. 

That is all. 


The Cuairman. Are there any further questions 
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Mr. Baker. I have a question. 

The Cuarrman,. Mr. baker, of Tennessee, will inquire, Mr. Secre- 
tary. 

Mr. Baker. Mr. Secretary, what is the total amount of money that 
would be authorized by the Fallon bill by present authorizations? 

Secretary Weeks. What is the present amount of money author- 
ized ? 

Mr. Baxer. The total amount of money authorized by the Fallon 
bill, plus present authorizations. 

Secretary Weeks. The Fallon bill authorizes $35.5 billion, to which 
must be added the present authorizations not paid for, which total 
$2,188,000. 

Mr. Baker. Well, the total is a little over $38 billion 

Secretary Werks. It is just under $38 billion. 

Mr. Baker. And none of the present authorizations, as I under- 
stand you, are absorbed by the Fallon bill, are they? 

Secretary Weeks. No; they are not. 

Mr. Baker. Then I have just a question or two on your method of 
contracting. That has not been gone into. 

Secretary Werks. The method of what? 

Mr. Baker. Of letting contracts. You will understand in a minute. 

Mr. Boggs talked about a comparison between authorizations for 
highways and such things as flood control, dams, and conservation, 
that run back over many years, as we know. 

If the Fallon bill passed, providing it is an integrated 15-year pro- 

‘am, would you make contracts year by year as appropriations come 
sid or would you make longer term contracts? 

Secretary Werks. The contracts would be made by the State high- 
way commissions. 

Mr. Baxer. I know that. 

Secretary Werks. But it would be made year by year, presumably. 

Mr. Baker. Would you only make contracts to build the roads by 
the year? 

Secretary Weeks. Yes, sir. 

Mr. Baker. Would you not rather make them on longer periods 
but make them contingent upon appropriations? You just do not 
make them year by year, do you? 

Mr. Curtiss. The Fallon bill provides for apportioning a certain 
amount of money each year. As that money is apportioned, it be- 
comes available to the States for contract, and some of those contracts 
would extend over several years but only the amount of money made 
available each year would be available for such contracts. 

Mr. Baker. Isn’t that the whole theory of this program, especial- 
ly the Interstate System, that there is at least a moral obligation 
on the part of the United States to produce the money by appropria- 
tions if the Fallon bill is passed ? 

Mr. Curtiss. Yes, sir. 

Mr. Baker. Very definitely, sir, rather than authorizations suc): 
as we have for flood control and dams. 

Mr. Curtiss. It would be an actual contractual obligation to the 
States. 

Mr. Baker. Then there is a big difference between the authoriza- 
tions contemplated in the Fallon bill and these authorizations that 
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come out all over the country of billions of dollars that you may never 
have appropriations for, for dams and so forth ? 

Mr. Curtiss. There is a difference because on these Federal-aid 
highway funds, the authorization carries with it contract authority. 

Mr. Baker. That is, there is a legal obligation ? 

Mr. Curtiss. Yes, sir. 

Mr. Baxer. There can be no doubt about that, can there ? 

Mr. Curtiss. No, sir. 

Mr. Baker. And it will stretch over a period of years. Of course, 
there is no legal obligation on one of these authorizations for a hydro 
or flood-control dam. 

In other words, they do not make any contracts until after the ap- 
propriations, do they ? 

Mr. Curtiss. I think that is correct. 

Mr. Baxer. Now, taking the figure $38 billion which we discussed, 
and, of course, this question is to the Secretary : 

Have you made any calculations as to how much money H. R. 9075, 
the Boggs bill, will produce ? 

Secretary Werks. Yes, sir; it is shown on this chart,The Treasury 
has it at the bottom of this sheet, the sheet that is headed “Estimated 
expenditures to be made during fiscal period 1957-71.” 

Under the heading “Sources of funds,” the figure is $30,408 mil- 
lion. The second column under the bill is $11,924,000, and I think 
you have a Treasury statement just made up of estimated yields of 
present and unit tax rates of automotive and associated products. 

H. R. 9075, estimated in that second column, is to yield $11,924 
million. 

Mr. Baker. Of the $38 billion, how much will be produced if we 
pass the Boggs bill to offset against the $38 billion ¢ 

Secretary Werks. It is on that sheet: From present sources and 
the Boggs bill, $30,408 million. 

Mr. Baker. Then you estimate a difference of almost $8 billion 
hetween the two? 

Secretary Werks. Yes, sir. 

Mr. Baxer. And has the Department of Commerce made those 
figures, Mr. Secretary ? 

Secretary Weeks. The figures are made up by the Treasury. We 
supply them certain information that we have about use of highways 
and accumulated receipts, estimated receipts, use of gasoline, and so 
on. 
Mr. Baker. Are you saying that that is a joint estimate of Com- 
merce and Treasury ? 

Secretary Weeks. I would say so; yes, sir. They worked together 
in making the estimates. i 

Mr. Baker. The Boggs bill, H. R. 9075, for the first time diverts, 
or earmarks if you want to use that term, the entire income from 
rubber, including the present 5 cents. It, of course, takes the 5 cents 
a pound out of general budgetary conditions; is that right ? 

Secretary Weeks. That is correct, I believe. 

Mr. Baker. Do you have a recommendation as to that, as Secretary 
of Commerce ? 

Secretary Werexs. No; we have only here these figures that the 
Treasury put out after accumulating such information as we had 
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that would be helpful, and, as to whether the tax be diverted or not, 
that is up to the Treasury. 

Mr. Baxer. The President and the Director of the Budget have 
already sent to this Congress the budget figures for fiscal 1957. The 
income from this 5 cents a pound on ‘rubber tires is included in that 
budget for 1957, is it not? 

Secretary Weeks. I believe that is true. I understand that to 
be so. 

Mr. Baker. So it is an unmistakable fact that, if the Boggs bill 
is passed, if we are to have a balanced budget for getting this high- 
way situation for 1957 as recommended in the President’s budget 
message, the Congress will have to raise from some other source 
the money that the 5 cents a pound on rubber tires would have brought 
in. 

There could be no mistake about that, could there ? 

Secretary Weeks. I think that is correct. 

Mr. Baker. Well, could there be any mistake about that ? 

Secretary Werks. Yes, sir. 

Mr. Baker. What do you mean by that; that there would be a 
mistake ? 

Secretary Weexs. No; I think vou are correct. 

If you take revenue that is presently included in the estimates re- 
sulting in a balanced budget, if you take that revenue way, vou have 
either to replace it or you have an unbalanced budget. 

Mr. Baxer. You must replace it from some source of taxes? 

Secretary Werks. Yes, sir. 

Mr. Baker. Do you have the figure at your fingertips as to what 
that amounts to in the 1957 budget ? 

Secretary Weeks. As far as the tires go? 

Mr. Baxsr. Yes. 

Secretary Werks. I think we have them here. 

Mr. Baker, my associate says that it is $178 million. 

Mr. Baker. $178 million. 

I have only one other question. My questions so far have been on 
9075 strictly. 

As I understand it, the Department of Commerce feels that they 
should not make a recommendation as to how we raise this difference 
in the money. I take it that it is your position that that is the job 
of the Congress ? 

Secretary Weeks. .As to how you raise the money / 

Mr. Baker. Yes. 

Secretary Weeks. Yes, sir. 

Mr. Baxer. You have answered that fully. 

On the studies which you have had in Commerce, has the Bureau 
of Public Roads, either to you or to the commissioner to answer, had 
studies on the comparative damage done to the highway system by 
various types of vehicles from the monetary standpoint ? 

Secretary Weeks. We have had some studies, and studies are in 
progress within States, and there is some work being done by the 
Bureau of Public Roads. That is the type of information that we 
would normally accumulate, and which I suggested we would be glad 
to supply, as to what we have of it. 

Do I understand you tosay from a monetary standpoint / 
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Mr. Baker. Well, dollars and cents. 

Here is a piece of road. I did not gather Mr. Boggs to ask you 
about that phase. 

Secretary Weeks. I do not think we have ever converted it into a 
monetary result, have me? 

Mr. Curtiss. No, sir. 

Mr. Baxer. We will leave out the word “monetary.” The same 
result would obtain. You might say structurally. 

Mr. Curtiss. There have been two rather comprehensive road tests 
which were sponsored, the first one by a group of Eastern States, and 
it was known as the Maryland Road Test 1. 

On that test, 4 different sections of concrete road that had been 
built some years ago were put under test by 18,000-pound axle loads, 
22,400 axle loads, 32,000-pound tandem axle loads, and 44,000-pound 
tandem axle loads; and the results of those tests are covered in a 
report which was published following the completion of the test. 

Another test was conducted on the bituminous paving with dif- 
ferent thicknesses of bituminous mixture and different thicknesses 
of base. That test was conducted by the Western States at Malad, 
Idaho, and a report has just recently been published on that test 
which shows the damage done to the pavement of different thick- 
nesses by the various weight trucks. 

The purpose of that test was to determine the proper design to 
carry, Without damage, the truck loads that were permitted by the 
State laws. 

Mr. Baxer. From a structural standpoint ? 

Mr. Curtiss. Yes, sir. 

Mr. Baxer. Do you have those results, Mr. Curtiss¢ Do you have 
those figures? 

Mr. Curtiss. Those tests were under the immediate supervision 
of the Highway Research Board, and the reports were published 
by that board. The board was assisted in the tests by advisory com- 
mittees made up of specialists from industry and the State highway 
departments. 

We will be glad to make copies of those reports available to the 
committee. 

Mr. Baker. I should like for that to be done. 

Mr. Curtiss. Motion pictures were taken of the tests, and they can 
be made available, too, if the committee desires. 

The Cuatrman. Mr. Mills of Arkansas will inquire, Mr. Secretary. 

Mr. Mis. Mr. Secretary, before beginning to interrogate you, 
I want to observe that I hope the administration will be as consid- 
erate of the Congress and of this committee, especially when the time 
comes to reduce taxes. It is very generous of you not to bother 
us with suggestions as to how to increase taxes. | hope that the ad- 
ministration will remember that and be as considerate of us when 
the time arrives to reduce taxes. 

I wanted to talk to you just a little bit about this chart that Mr. 
Boggs used as the basis, of his interrogation. I had understood that 
it was the purpose of the Secretary of the Treasury perhaps, and I 
see now that I was in error, to permit the Congress to use some present 
tax sources, the gasoline revenue, the diesel and other fuel revenue 
for the Interstate System. 
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That is not correct, is it? 

Secretary Werxs. I think, when we talk about total revenue, that 
that is included in the total figures. 

Mr. Mitzs. The impression has gone out, I think, to our people 
that someone at least was agreeing that it would be all right, in the 
establishment of this Interstate System, for us to consider the revenues 
which we presently receive from diesel and other fuels, in connection 
with the construction of the Interstate System. 

Secretary Werks. I believe that is correct; yes, sir. 

Mr. Miris. Well, it is not actually correct, and that is the fallacy 
of this whole argument between you and the Secretary of the Treasury 
and Mr. Boggs over revenue in his bill. 

As I figure this, according to your chart, over the next 15 years 
we will.take in from these present sources of excise taxes on gasoline, 
diesel and other fuels, $18,484 million. That is right, is it? 

Secretary Weeks. Yes, sir. 

Mr. Mitts. If we do not have an Interstate System, but merely 
each 2 years continue the present system of highways such as we have 
had in the last 2 fiscal years, we will spend $700 million a year, will 
we not? 

Secretary Werks. That depends upon what you do. 

Mr. Mutus. I say if we continue just what we have had for the last 
2 years, we will spend $700 million a year on primary and secondary 
roads. 

Secretary Weeks. Seven hundred million dollars, and there is 
another $175 million for the interstate. 

Mr. Mirus. All right. 

But for the next 15 years, as I multiply rapidly, that would be 
$10,500 million that we would speed on roads and would receive, plus 
this $175 million which you mentioned, $18,484 million ? 

Secretary Weeks. It is more than that, sir. 

You say in 15 years? 

Mr. Miits. In 15 years, if we spend $700 million a year, we would 
spend $10,500 million, as I multiply hurriedly. 

Secretary Werks. That is correct, if you just spent the $700 million. 

Mr. Mis. That is what I am talking about. That is what we 
would spend on the basis of the existing type of road program that 
we have. That would come out of the $18,484 million, under this 
theory. That is the amount collected in excise tax on gasoline, diesel, 
and other fuels. 

Then you find that there are unexpended balances from previous 
authorizations to the amount of about $2.775 million, that would also 
have to come out of this $18,484 million, so that, actually, all that you 
are agreeing for us to have out of existing sources of revenue for the 
Interstate System, which will cost approximately $25 billion, is $5,339 
million, or $356 million a year. 

Is that not the sum and substance of this whole thing? 

Secretary Werks. I do not think so, sir: no. 

Mr. Mitts. I said that I may have made a mistake in my multipli- 
cation, subtraction, and division, but I do not think I have. 

Secretary Weeks. As I understand it, you would, for 15 years, 
continue the present biennium rate which is $700 million ? 

Mr. Mrius. That is right. 
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Secretary Weeks. If you did that, you would ignore the $25 million 
a vear step-up of the Fallon bill. 

“Mr. Mus. I am forgetting that for the time being and just think- 
ing about what we might do on the basis of existing law bemg con- 
tinued for a period of 15 years, without any improvements, without 
any additions to it. 

Secretary Wrrxs. Existing law on the Federal aid for 15 years 
would give you $10,500 million. 

Then what was the next item you included? That is what you 
would have under Federal aid if you stopped it right where it is. 

Mr. Mitis. When did this theory develop in the Government that 
the gasoline tax or the diesel tax or any of these other excise taxes were 
dedicated for a specific purpose ? 

Secretary Werks. Well, last year in the present biennium I think 
the expense was stepped up from $575 million to $875 million. The 
2-cent tax at that point was estimated to equal this larger authoriza- 
tion of $875 million. 

Mr. Miiis. Mr. Secretary, it comes down to this: That you and 
the Secretary of the Treasury have asked us to raise the funds neces- 
sary to build the Interstate System of $25 billion over the 15-year 
period, with the exception of $5,329 million; is that right ? 

Secretary Werks. No, sir; I do not think that is correct. 

Mr. Mitts. Well, now, the Boggs bill would provide $11,924 million. 
You say that that lacks $7,865 million of being suflicient to pay for 
all of this as we build it, and, as I add that together and subtract it 
from your total of $25 billion, I come out with approximately $5,329 
million that you will permit us to have or that the Secretary of the 
Treasury says he will permit us to have from existing tax sources over 
this 15-year period. 

Therefore, it would seem to me that you are asking the Congress to 
raise the difference between that $5,329 million and whatever the 
interstate system costs. 

Pardon me for continuing before you answer. 

So that, actually, you are not giving us credit for but $356 million 
out of the existing revenues and, under the theory which you adopt 
in saying these are now use taxes and can be so considered for this pur- 
pose, we are getting $5,329 million out of $48 billion of such taxes, 
according to the Clay report, that the highway users of the country 
will pay during that 15-year period. 

Secretary Weeks. I would like to check those figures back to see if 
I agree with them. All I can say is that, if you adopt the Fallon bill 
with its estimated program and pay for what is on the books, you will 
need so much revenue, according to our estimates, and, of that revenue, 
we get $18.5 billion from the present taxes and roughly $12 billion 
from the Boggs bill. 

Mr. Mitts. The net effect of the whole thing, Mr. Secretary, is this: 

The position is being taken by you and the Secretary of the Treas- 
ury, and if I am wrong I want to be corrected, that this program of 
interstate highways is essential in the national interest; is it not? 

Secretary WEEKS. Yes, sir; we think so. 

Mr. Mixis. But that that system shall not be paid for except through 
additional levies of taxes upon users of motor vehicles, with only that 
credit of $356 million a year being given to them from that tax which 
they presently pay. 
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So I reach this conclusion : 

If I wanted to defeat a program, and I am sure you do not, I would 
know of no better way to bring about its defeat than to tell the Con- 
gress that, in order for the people of the United States to have $25 
billion of highways that they would not otherwise have, it will be 
necessary for them to pay during the period of that construction $68 
billion of taxes on vehicles, gasoline, and for the privilege of using 
those vehicles. 

To me, that is an exorbitant price for the American people to have 
to pay through these types of excise taxes for a highway system of 
only $25 billion. 

Secretary Werks. I do not understand where you get $68 billion. 

Mr. Mitts. I am taking it from the Clay report. I assume General 
Clay is correct. 

Mr. Boees. Will the gentleman yield? 

Mr. Mitts, General Clay said in the Clay report that there were 
$48 billion to be paid by so-called users under existing excise taxes. 

Mr. Boses. Will the gentleman yield? 

Mr. Mitts. Mr. Boggs is suggesting, in connection with this pro- 

ram, that we tax them additionally. That means $60 billion, if the 
Clay report is right. 

You come here, and the Secretary of the Treasury comes here, and 
say that, in addition to that, we should tax $8 billion more. I assume 
that you want it out of the users of highways. You have not said 
that, but I assume that that is the purport of your testimony. 

Now, that is $68 billion that these highway users will be paying over 
the period involved in this construction program to get this additional 
$25 billion, plus what they would get if we continued the program 
anyway. 

Reciatary Werks. Congressman, that just is not the figure, I am 
sure. 

Mr. Bocas. Mr. Secretary. 

Mr. Mitts. Would you supply it right now for the record? 

Mr. Boces. Will the gentleman from Arkansas yield ? 

Secretary Weeks. I gave it to you on that sheet. 

Mr. Mitts. No, you did not. 

Mr. Boces. Will Mr. Mills yield ? 

Mr. Mrs. Yes. 

Secretary Weeks. Did you start with the figure 48 billion ? 

Mr. Mitts. That is the figure that the Clay report uses. 

Secretary Werks. You may be including in there the State taxes. 

Mr. Mitts. No. That is Federal excise taxes that come from high- 
way users over a period of 15 years. 

Mr. Boees. Mr. Secretary, you see, your chart which you have sub- 
mitted only shows gasoline, diesel and other fuels, tires, retread 
rubber, the 2 percent increase on excises for trucks and buses, and 
that is all. 

The taxes derived are also lubricating oil, parts and accessories, 
a 10 percent excise on automobiles, an 8 percent excise on trucks and 
buses now presently levied, and maybe some others. 

I think that is all. The total of those taxes is the figure that Mr. 
Mills gave you. 

Mr. Mixis. Mr. Boggs, upon that point I have been corrected. I 
understand that I overshot the mark, that it is not $48 billion, but, 
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according to this message from the President of the United States 
on February 22, 1955, it accumulates to $46 billion. 

Mr. Boces. Well, that is $2 billion, but the point is, Mr. Secretary, 
that there are many taxes that are not included in the chart that you 
have before you. 

Secretary Werks. I understand that, sir. 

Mr. Boges. The significant thing about it is that none of those 
taxes that are not listed here will be used for these purposes. 

Mr. Mis. The point is that they are still paid by the same people 
who will use this highway system. 

Mr. Boces. That is right, and that brings up a very significant dis- 
cussion that occurred here several days ago with the Secretary of 
the Treasury. 

I would like to have your attention, sir, please. 

Secretary Weeks. I am listening, sir. 

Mr. Boaes. The Secretary of the Treasury proposed that you use 
all the gasoline tax, all of the diesel tax, all of the special fuel taxes, 
and all of the lubricating oil tax over a period of 30 years to amortize 
those bonds, plus a $5-billion contingent liability on the general funds 
of the United States. 

Now, my bill does not propose using a nickel of that lubricating oil 
tax. Nevertheless, the Secretary of the Treasury wants to take all 
of the funds from lubricating oil and all of the funds from tires 
presently being collected, namely, 5 cents a pound, and continue to 
divert those to other purposes rather than to iakowny purposes. 


How are you going to sell that to the American people ¢ 


Mr. Mus. If you are through, Mr. Boggs, let me pursue this 
thought with the Secretary. I am convinced that the Congress of 
the United States is not going to increase these excise taxes on highway 
users by $20 billion in order to get this program of $25 billion, in 
addition to what they would get anyway. 

So, it would seem to me that we have to do some figuring along the 
line that, if the Congress will raise, say $12 billion in some way to take 
a part of this additional cost of the operations of Government, why 
cannot the administration then do a part of the overall by finding some 
way to make available $500 million, or whatever the amount is a year, 
for this 15-year period, as an incentive? I think that it would he of 
great value to the whole program to let the people know that we 
intend to economize some way or other to the extent of having that 
much money available so that we will not have to raise $20 billion and 
can satisfy these purposes by raising $12 billion. 

Would that not be a better position, rather than to try to raise $20 
billion and fail and have the whole program go down / 

Secretary Werks. Mr. Mills, I want to be as cooperative as I ean, 
but again, with all due respect, that is Mr. Humphrey’s responsibility 
and it is not my prerogative to make recommendations on taxes. 

Mr. Mitts. Mr. Secretary, I fail to see the consistency of a position 
that tells the Congress that you can only have so much from existing 
revenue, you must raise so many dollars of additional taxes, but yet 
says, “We are not in a position to tell you how to do it.” 

I want you to take that home with you because I know that you 
want to be as helpful to us as you can. I want you to think about it 
and see if you cannot come up with some suggestion as to how this 
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program can be made acceptable to the administration without the im- 
position of $20 billion of additional taxes. 

Secretary Weeks. I will certainly be glad to convey your message. 

Mr. Kran. Mr. Chairman ? 

The CHarrmMan. Pardon me. 

Mr. Secretary, you will agree, I believe, that when it comes to ex- 
penditure and revenue estimates and pr ojecting figures years into the 
future, there is a considerable room for margin of error; is there not? 

Secretary Werks. Yes, sir; I think so. 

The Cuarrman. Even last year, the Secretary of the Treasury, the 
great Secretary of the Treasury estimated at the beginning of the 
year that the receipts of the Government would be $60 billion. 

By the first of the next year he found that he had made an error of 
$4.5 billion. The receipts were $64.5 billion instead of $60 billion as 
he had originally estimated. 

Now, by making a mistake of $4.5 billion in the estimate of the 
receipts of the Federal Government in 1 year’s time, that would 
certainly justify the belief that there is considerable room for margin 
of error when you undertake to project figures into the future, and 
make estimates for the future; is that not correct ? 


Secretary Weeks. Yes, sir; although, if you could keep your margin 
of error always on that side, it would be all right. Occasionally you 
might make a bad guess the other way, but I quite agree. 

The CHAIRMAN. ‘$4.5 billion in 1 year is some item: is it not? 

Secretary Weerxs. I[ quite agree that there is room for error. 

The CHatrMan. Well, I am a little bit concerned about this and 
I want you to see if you can be helpful to me, as I know you want to be. 


We have a Federal highway program now. It is the law of the 
land. There are certain authorizations for the carrying out of that 
Federal highway program right now. That is true; is it not? 

Secretary Werks. Yes, sir; there are. 

The Cuatrman. If Congress were to adjourn today, those obliga 
tions would be there? 

Secretary Weeks. Yes, sir. 

The Cuarrman. And certainly the President in his budget has taken 
those obligations or authorizations or projected expenditures into 
consideration ? 

Secretary Werks. Yes, I believe he has. 

The Cuatrman. They are in the budget? 

Secretary WEEKS. Yes. 

The Cuarrman. Now, then, is it quite accurate or the fair thing 
to do to count those same existing authorizations in adding to the 
expense of this new highway program that we now have under con- 
sideration ¢ 

That money is to be paid anyhow. 

Secretary Wrexs. Yes; but it is to be paid from revenue that you 
are now moving over into the available revenue to take care of the 
Fallon bill authorizations. 

The Cuairman. I understand that, but I am just wondering whether 
it is quite the fair or accurate thing to add all of these existing au- 
thorizations that are now the law of the land in addition to the au- 
thorizations that are provided for under this program ? 
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Secretary Werks. We do not, Mr. Chairman, add the authorizations 
presently existing to the new authorizations. What we are concerned 
with is how much money has to go out of the Treasury, and there will 
be so much money going out to . take care of the new authorizations. 
and there must be some to take care of the ones presently on the books. 

So, in the expenditure field, you must add the two. 

The Cuatrman. Then, of course, there is also considerable room 
for margin of error as to the estimates of the amount of revenue to be 
produced by these taxes; is that not true? 

Secretary Weeks. Yes, I think there certainly could be. 

The Cuarrman,. Now, you would not be in a position now to estimate 
what the gasoline tax or lubricating oil tax or any of these taxes may 
be y ielding each year, 5 years from now, would you ? 

Secret: ry Weeks. In our estim: ates, we have tried to forecast. 
best we can, what will be yielded ? 

The Cuatrman. And you think you have made a better guess or 
better estimate than Secretary Humphrey made in the receipts of the 
Government last year ? 

Secretary Werks. I hope so, sir. 

The Cuatrman. Now let me ask you this question : 

Secretary Humphrey stated here very definitely, in response to ques- 
tions that I asked and question by other members of the committee. 
that he was supporting the bill H. R. 9075, the Boggs bill. He ap- 
peared here in support of that bill. 

He said that personally he thought the current financing feature 
of H. R. 9075 made it a better method of providing for the i iikieine 
of the highway program than the bond program ‘that was proposed 
last year. 

Are you in a position to agree or disagree with the Secretary of the 
Treasury ? 

Secretary Weeks. I should prefer not to comment on the question 
of the tax end of this program, sir. 

The Cuarrman. You are here speaking for the administration and 
you decline to take a position for or against this bill? 

Secretary Weeks. I will say this: that I think if you want these 
roads, you have to pay for them. 

The Cuarrman. That is just what I am talking about. 

You want the roads; do you not ? 

Secretary Weeks. I certainly do. 

The CHArman. And your department is the so-called roads 
partment of the Government? 

Secretary Werks. Yes, sir. 

The Cnatrman. And you want the roads? 

Secretary Werks. Yes, sir. 

The Cuatrman. And you know that if you get the roads, you are 
going to have to pay for them 

Secretary Weeks. I certainly think so. 

The Cuamman. Do you know of any other bette 
proposed in the pending bill? 

Secretary Wrexks. I have not given any conside: 
methods. 

The Cuatrmman. There are three methods of raising the money. 
One was proposed last year; one was propos sed on the so-called pay- 
as-you-go basis, and the ‘dive is a deficit fin: incing: me thod. 
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You certainly would not propose the deficit financing method, 
would you ? 

Secretary Weeks. No, sir. 

The Carman. You know that the bond method proposed last 
year isnow dead? You know that? 

Secretary Weeks. Well, I suspect it. 

The Cuarmman. So then, it leaves this method proposed here, or 
nothing. Is that the approximate situation ? 

Secretary Weeks. I think you are down to that. It is a question 
of how much. 

The CuatrmMan. Mr. Kean of New Jersey will inquire. 

Mr. Kean. I understand, Mr. Secretary, that the increased taxes 
which will come in due to the increased use of roads and so forth 
have been estimated. You have stated that ? 

Secretary Werks. Yes, that is correct. 

Mr. Kran. Have you estimated any change in the cost of labor? 
History shows that labor costs go up over a “period of years and we 
all like to have the workmen get more money. Have you estimated 
that over a period of 10 years there would be some increases in labor 
costs, or do you base it on actual costs? 

Secretary Weeks. The estimates are based on today’s costs. 

Mr. Kean. Then probably the system will cost more than you 
estimated ¢ 

Secretary Wrexs. Conceivably, certainly. 

Mr. Kean. Based on past history ? 

Secretary Weeks. Yes. 

Mr. Kean. I would like to ask another question somewhat along the 
line of what Mr. Baker asked. 

Now, the trucking people say that it takes about 6 times as much 
gasoline to move a heavy truck along the road than it does an ordinary 
car. Does a heavy truck do more damage to the type of road en- 
visioned in this Interstate System than would six cars of ordinary 
weight ? 

That is something that I think the Bureau of Roads ought to tell 
us and I think it is very important. If they cannot give it to us now, 
I think they ought to study it and give it to us before we go into 
executive session. 

Mr. Curtiss. Mr. Chairman, the highways we are building now 
and that would be built under this plan would be designed to carry 
the type vehicle that is permitted under the State laws. We do know 
that the heavier vehicles, particularly if they are in excess of the 
design of the road, do more damage than the lighter vehicle, but we 
do not have any quantitative measure that could be applied readily. 

Mr. Kran. In spite of the fact that these roads have to be built, 
and in many cases are being built, on the basis of having military 
vehicles, tanks, go over them and various things? 

The roads are going to be built so they can handle those? 

Mr. Curtiss. We have to. 

Mr. Kean. Yet you think the heavy trucks will do more damage 
to the road than would the ordinary use of a lot of lighter ones? 


Mr. Curtiss. Yes, a heavy vehicle produces more strain than a light 
one. 
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Mr. Kean. I know they would on the normal in-and-out road, but 
1 wondered whether they would on these very well, heavily con- 
structed ones. 

Mr. Curtiss. The test that I spoke of, the Maryland test, showed 
only small damage for the 18,000-pound axle load, which is the maxi- 
mum weight that is recommended by the American Association of 
State Highway officials. Some States permit a somewhat heavier 
loading, but that is the loading which we recommend as being appro- 
priate, and it is a loading which will at the same time accommodate 
the military vehicles. 

Mr. Kean. And those tests were made on the type of roads that are 
envisioned to be built under this program ? 

Mr. Curtiss. No; we will build with more attention paid to the sub- 
grade. 

Mr. Kran. Therefore, there will be less damage? 

Mr. Curtiss. There will be less damage; yes, sir. 

Mr. Kean. Thank you. 

The Cuairman. As I understood Mr. Kean’s question, and 1 would 
like to have the information, which type of vehicle does the more dam- 
age to a stretch of road, one big truck going over it or six passenger 
cars weighing approximately the same amount ? 

Mr. Curtiss. Well, Mr. Chairman, I think an honest answer to that 
question is that neither one of them would do any damage to a properly 
designed road. 

The Cuatrman. That is the expert opinion of the Bureau of Pub- 
lic Roads? 

Mr. Curtiss. Yes, sir. 

The Cuarrman. What weight are these roads designed to carry? 

Mr. Curtiss. We expect to follow the standards which are set up by 
the American Association of State Highway Officials. That associa- 
tion is made up of the principal highway officials of all the States. 

The CHarrman. And what is it? 

Mr. Curtiss. There are a number of items but the axle loading is 
18,000 pounds. 

The Cuairman. In other words, these new highways are going to 
be designed and built to carry 18,000 pounds? 

Mr. Curtiss. Yes, sir. 

The Cuarmman. Per axle? 

Mr. Curtiss. Yes, sir. 

The Cuarrman. That is what they are going to be designed to 
carry ¢ 

Mr. Curtiss. A minimum of that. 

The Cuatrman. What is going to follow in the event that somebody 
tries to run a machine over them that weighs more than that ? 

Mr. Curtiss. Each State issue permits for passage of vehicles, over- 
loaded vehicles, and they controll that traffic. But the normal loading 
would be in accord with the State limitations. 

The Cuatrman. Then the State would have complete control of 
enforcing the regulations as to the weight of vehicles on the road. 

Mr. Curtiss. Yes, sir. 

The Cuarrman. Now, have you given any thought to analyzing 
the point, with the Federal Government putting up 90 percent of the 
money, whether the Federal Government’s interest is going to be ade- 
quately protected by exclusive State control / 
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Mr. Curtiss. I think the Federal Government has a decided interest 
under the 50-50 matching, but the States will also have a prime interest 
because they are responsible for the maintenance of these highways, 
and if they are damaged, it is the State responsibility to repair them, 
and I do not think the 90-10 would make any difference in that re- 
spect over the present and traditional 50-50 matching. 

The Cuatrman. You think that the requirement that the State 
must maintain the roads would be sufficient that they would properly 
try to take care of them? 

‘Mr. Curtiss. Yes, sir. 

The Cuarman,. All right. 

Mr. Forand of Rhode Island will inquire. 

Mr. Foranp. Mr. Secretary, I would like to clear up one point 
which is not clear in my mind yet. 

Do I understand that the Fallon bill will take care of all items of 
roads as against the authorizations that have already been made for 
roads; in other words, that the roads that are now authorized would 
not be a part of the road system that the Fallon bill contemplates? 

Secretary Weeks. That is correct, except for $25 million in the 
Fallon bill which is added to the tag end of this teed ae ul bill 
that we are in now, the 1954 bill, which expires June 30, 1957. 

Mr. Foranp. But the roads that are now authorized wide not be 
a part of this system of roads that we are discussing ? 

Secretary Werks. Well, you mean so far as authorizations go? 

Mr. Foranv. Yes. 

Secretary Werks. No, they are authorized today. It is just a ques- 
tion of getting the money to pay for them. 

Mr. Foranp. Then what the Fallon bill contemplates is an addi- 
tion of roads to those now authorized ? 

Secretary Weexs. The Fallon bill adds to present authorizations 
of the Federal-aid system. It adds $25 million to the present bien- 
nial. It adds another biennial 1958-59 and then it declares an intent 
to continue 5 more biennials with an added increment of 25 million 
each year. 

Mr. Foranp. I understand that. 

Mavbe I am not making myself clear. 

The Fallon road program encompasses a certain number of roads. 
Now, vou have authorizations for roads at the present time. Would 
those be a part of the s same road system or would that be additional ? 

Secretary Werks. It would be part of the same system, sir. 

Mr. Foranp. But it would take in about 40,000 additional miles, is 
that correct ? 

Secretary Werks. No, it would take in, as far as the Interstate 
System goes, what is necessary to complete the system as an integral 
package. The Interstate System has already been set by congressional] 
action at a maximum of 40,000 miles. Some of it is constructed and 
some of it would be taken over, say a toll road may be built here and 
there and taken into the system, but what we are talking about is 
just the additional work needed to complete the system. 

Mr. Foranp. In other words, the part of the system that we have 
now, plus those authorized, would be a separate ‘package altogether 
from what the Fallon bill contemplates; is that correct ? 

Secretary Werks. Yes, I think that is correct as far as the money 
is concerned. 
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Mr. Foranp. Yes, but I am talking about the road system, not the 
cost. I am trying to visualize what type of road system we are going 
to have. 

Here we have been building roads, we have authorizations for 
other roads. Then comes the Fallon bill. I am trying to figure out 
whether or not the Fallon bill will encompass those roads that are 
already built and authorized as well as additional roads, all into one 
set of roads. 

Secretary Werks. In the Interstate System. 

Mr. Foranp. Yes. 

Secretary Weeks. That is correct. 

Mr. Foranp. That is all. 

Mr. Byrnes. Mr. Chairman ? 

The Cuarmman. Mr. Byrnes of Wisconsin will inquire. 

Mr. ene Mr. Secretary, first on this item that Mr. Fallon men- 
tioned of a $2 billion cushion. 

As I understood it, his testimony was to the effect that they had 
been very liberal in their analysis of the cost of this Interstate System, 
completing the Interstate System, they have been very liberal and in 
their estimation of the cost have more or less said, “To be on the safe 
side, we will overestimate it by $2 billion.” 

Now, how does that agree with the estimates of the Bureau of Public 
Roads, as far as the cost of completing the system ? 

Secretary Werks. We have no $2 billion cushion in there. 

Mr. Turner. Both of the estimates are the same, Mr. Byrnes. 

Mr. Byrnes. I assume that you people worked with the chairma: 
of the Public Works Committee? 

Mr. Turner. That is right. 

Mr. Byrnes. On arriving at a construction cost ? 

Mr. Turner. Yes. The estimate is $27 billion, $25 billion of which 
represents the Federal share, and $2 billion State share. 

Mr. Brnes. But as far as you people are concerned, in your esti- 
mating, you do not contend that you have tried to be on the safe side 
by overestimating to the extent of about $2 billion as a cushion ? 

Mr. Turner. No; the figures we are using represent the estimates 
made by the several State highway departments and which we have 
compiled. 

Mr. Byrnes. In other words, this is not just an estimate that is 
made out here in Washington, in your ocffie here, but is also made by 
the States that are involved in these extensions? 

Mr. Turner. Made by the State highway departments. We merely 
added it up here in Washington. It was made by the individual State 
highway departments for their State. 

Mr. Byrnes. That figure comes out to the figures used in these tables 
as far as cost is concerned ? 

Mr. Turner. That is correct. It is reported in House docume 

Mr. Byrnes. The second item, Mr. Secretary. 

You furnished us with some tables here which T think are going to 
be very valuable to the committee. I wish for the record that vou 
would point out in a little more detail what each table represents. 

In other words, I notice, for instance, that at least the heading of 
the first table and the heading of the third table, as they are grouped 
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in my set here, have the same heading but I know that they represent 
a different phase of the program. 

I wonder if you could identify these for us? 

Secretary Werks. You mean these here? 

Mr. Byrnes. Existing and proposed authorizations and estimated 
payments for primary, secondary, urban, and interstate highways. 
Is that yours? 

Secretary Weeks. I have that in front of me. 

Mr. Byrnes. Are those your tables ? 

Secretary Weeks. Yes, sir. 

Mr. Byrnes. There are four of those in that series, are there not? 

Secretay Werks. Five, I think. 

Mr. Byrnes. Will you explain then what each one of them purports 
to do? 

My Nos. 1 and 2, so far as I can see offhand, are identical. 

Secretary W eEKs. I will ask Mr. Turner to explain. 

Mr. Turner. Table 1is a summary of tables 2 and 3. 

Table 2 is the payments for the Interstate System alone. 

Table 3 is for primary, secondary, and urban. 

Table 1 is the summation of tables 2 and 3. 

Mr. Byrnes. How many tables do you list ? 

Mr. Turner. I have five. 

Mr. Byrnes. I think it might be helpful, as you identify your tables, 
to tell us what they mean specifically in a general way, as to what you 
are trying to portray by each of these five tables. 

Mr. Turner. You want that for the record ? 

Mr. Byrnes. Yes. 

Mr. Turner. The tables are made up to reflect the authorizations on 
the left-hand side of the table and the expenditures that result from 
those authorizations on the right-hand side. 

We made up two basic sets of tables, one on the basis of 12 years’ 
payment and the other on 15 years’ payment. Each of those sets has 
been broken down into the amounts for the primary, secondary, and 
urban roads, the so-called A, B, and C, cr regular programs, and the 
other one is for the Interstate System. 

The fifth table is a summary or summation of the interstate and 
primary, secondary and urban put together. 

Mr. Byrnes. Thank you very much. 

The Cuarrman. Any further questions 

a Byrnes. I have one more question. 

I do not want to confuse this matter any further, but I do want 
to return to a bit of Mr. Mills’ discussion with you. 

It is my understanding of what the administration has done, and 
what is basically done by the Fallon proposal is to recommend a high- 
way construction program that will authorize, over about a 15-year 
period, $58,500 million worth of highways; is that correct as far as 
the road building is concerned? 

Secretary Weeks. As far as the expenditures go, it is $38 billion 
but as far as authorizations, it is $35.5 billion. 

Mr. Byrnes. Thirty-five billion. The administration first pre- 
sented a method of payment by special bonds. I will agree with my 
Democratic friends, I did not think this was a very sound plan even 
though proposed by the administration, but it was not the administra- 
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tion that suggested the raising of this additional money within this 
limited period by new taxes in ‘order to finance the complete program. 
The administration proposed a pay-as-you-use method of financing. 
The Congress decided that pay-as-you build was the better approach. 

I find it difficult to understand how my colleagues who advocate 
the pay-as-you-build approach would now be aghast that that amount 
of money should be raised. It leads to this question, and that is: 

Other than finding taxes from some new source, is there any other 
way to finance these new costs other than a bond proposal ¢ 

Secretary Weeks. Well, as I said before, if you want roads and are 
not going to borrow the money and do not believe in deficit financing, 
you have to find the revenue. 

Personally, I think the revenue is money well spent because who- 
ever uses these roads is going to get a lot out of it in saving of wear 
and tear on the individuals and decreases in the costs of vehicle 
operation. 

Mr. Byrnes. You cannot build these roads without their costing 
money, can you? 

Secretary Weeks. I certainly do not think so. 

Mr. Byrnes. So, if you are going to build them, you have to pay as 
you go? 

Secretary Weeks. I think so. 

The CHatrman. Mr. Machrowicz? 

Mr. Macnrowicz. I just want to ask 2 or 3 questions to find out 
how accurate these estimates are. 

In your pane estimate, you use a figure of 3 percent increase per 
year; am I correct? 

Secretary Weeks. Three percent. 

Mr. Macurowicz. Increase per year ? 

Secretary Weeks. Mr. Turner will answer that. 

Mr. Turner. We did not use 3 percent or any other percentage ar- 
rangement, Mr. Machrowicz. 

Mr. Macurowicz. What is the amount? 

Mr. Turner. If we work the result backward, we come out to a 
rate of 3 or 3.2 percent. 

Mr. Macurowicz. The Clay committee used the figure of 4 percent? 

Mr. Turner. Approximately that; yes, sir. 

Mr. Macurowicz. The President’s Joint Committee on the Eco- 
nomic Report also used the figure of 4 percent ? 

Mr. Turner. They submitted a report at about that time with a 
figure that would have resulted in about a 4-percent-a-year annual 
growth; yes. 

Mr. Macurowicz. Is it not true that on the basis of the last 15 years’ 
study in your Department, the average increase per year was about 5 
percent ; is that right ? 

Mr. Turner. Yes; it has been that since the war. 

Mr. Macnurowicz. Are you underestimating the projected estimated 
vield by at least 2 percent per year on gasoline t tax alone? 

Mr. Turner. We do not think so; no, sir. We think that the figures 
we have are as reliable as we are able to make them. 

Mr. Macurowicz. Well, if for the past 15 years your increase was 
5 percent per year, why should it go down to 3 percent when the 
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Secretary paints such a rosy picture as to what will happen in the 
next 10 or 15 years‘ 

Mr. Turner. The predictions or forecasts that we made are actually 
tied to population g growth. 

Mr. Macurowicz. The Secretary estimates that in the next 10 years 
there will be 40 percent more motor vehicles on the streets than there 
are today. 

The Cuarrmin. We will suspend for a brief recess. 

(A short recess was taken.) 

The Cuarmman. Mr. Machrowicz will continue with his inquiry. 

Mr. Macurowtcz. I just have this one final question, Mr. Secretary. 

For the past 15 years the gasoline tax yield has increased an average 
of 5 percent each year, and if we are going to build new and better 
roads, and if our economy is going to prosper as much as it is expected 
to in the next 15 years, why, then, do you reduce that estimated yield 
from 5 percent increase to 3 percent ? 

Secretary Weeks. I willask Mr. Turner to answer that. 

Mr. Turner. We think there will be some downturn in the rate 
of growth in the number of vehicles because you some day reach a 

saturation point in the number of vehicles per capita of your popula- 
tion. We think that we are beginning to approach that and, therefore, 
we have assumed that in 15 years we would have a slight downturn in 
the growth rate of passenger cars in the country. 

Mr. Macurowrcz. I point out to you that last year before the Publi: 
Works Committee, Secretary Weeks testified, and I quote: 

It is estimated that there will be 81 million vehicles on the road in 1965 
40 percent more than at present. 

Mr. Turner. That is right, that is our estimate for 10 years. 

Mr. Macnrowicz. Then would it not follow that the yield from the 
gasoline tax would be that much higher ¢ 

Mr. Turner. It would be if the use made of each vehicle continued 
at the same rate as at present. However, if you get more vehicles per 
family, which is what will occur, we think that the mileage per indi- 
vidual automobile will decrease from what it is today. 

Mr. Macurowicz. That is all. 

The CuarrmMan. How long a period of time does this estimate cover / 

Mr. Turner. Fifteen years, to 1971. 

Secretary Werks. In the rate of increase, they think there will be a 
decline. 

The CHatmman. All right. 

Secretary Weeks. That is an estimate. We would be glad to supply 
the method by which we estimated these things. 

The Cuamman. Put it in the record at that point, please. 

(The information referred to follows :) 
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Existing and proposed authorizations and estimated payments for primary, 
secondary, urban, and interstate highways 
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{Millions of dollars] 


Authorizations Expend 


Pro- 


px sed 


1954 and 
prior acts 


Cumu- 
lative 


Pro- 
posed 


| 
Fiscal year— | 
| 


1954 act Total 


1,050 
2, 450 
, iio 


3, 000 


925 
2, 450 


3.000 


_ 025 


3, 025 
3,050 
3, 075 
3, 200 
3, 225 
3, 150 
2, 975 
2, 500 

025 


2, 
1, 050 
1, 


rs 


075 


37, 625 38, 500 





1 Includes $325 million that would normally appear in following year. 


Note.—The proposed authorizations above are the same as those under H. . with its provisions 


for primary, secondary, and urban highways extended through 1970 and 1971. 


Existing and proposed authorizations and estimated payments for the Interstate 
System 


[Millions of dollars} 


Authorizations Expenditure 


Fiscal year— 1954and Proposed 
prior 


acts SS 


Proposed 
H. R, 


8836 


Cumula- | 


Tot 
Total tive 


| 1954 act 


1957 
1958 _ . . 
1959. _ . 
1960. 
1961 
1962. 
1963 _. 
1964. _. 
1965 __ - 
1966 _ . . 
1967. 
1968 _ 
1969 
1970- 


1971... 


025 
700 
000 
200 
200 
200 
200 
300 
300 
200 
000 
1, 00 
1, 000 


NNNNMNNN Ni = 


175 | 24,825. 


Total. 


1 Includes $325 million that would normally appear in followin 


Note.—The_ proposed authorizations above are those for the Ir 
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Eovisting and proposed authorizations and estimated payments for primary, 
secondary, and urban highways 


[Millions of dollars] 


Authorizations Expenditures 

Fiscal year— Be 
| Cumu- | 1954 and | Cumu- 

1954 act |Proposed| Total | ative | prior acts |Proposed| Total lative 





| 
725 | 725 685 30 715 715 
750 1 560 170 7 1, 445 
775 | 300 450 750 | 2, 195 
800 | i 180 595 775 2, 970 
825 3, 87! 710 800 | 3, 77 
850 5 765 825 4, 595 
875 5, 6 MO 850 5, 445 
900 eldest adesod 875 875 | 6, 320 
¢ 925 ‘ 900 900 | 7, 220 
950 | 950 37: 7 925 925 | 8, 145 
975 975 | < 5 950 950 | 9, 095 
, 000 | 1,000 ) oe 975 975 10, 070 
, 025 | 1,025 | 37. . 1,000 1,000 11, 070 
, 050 | 1,050 2: 1, 025 1,025 | 12, 095 
075 1,075 : Sooeues 1, 050 1, 050 


| 

| | 
aaaeaey —— 
| 


Total 700 12, 800 OS ee 11, 260 13, 145 


Note.—The proposed authorizations above are the same as those for primary, secondary, and urban 
highways in H. R. 8836, except that they assume extension of its provisions through 1971. 


Beisting and proposed authorizations and estimated payments for primary, 
secondary, urban, and interstate highways 


[Millions of dollars] 


| 
Authorizations Expenditures 


Fiscal year— | | 
: Pro | m | Cumu- | 1954 and Pro- 
1954 act | nosed Total | lative | prior acts 


1957. . .- $875 $1, 125 $2, 000 $2, 000 $815 $330 
i caankiaaen 2, 850 | 2, 850 4,850 710 270 
1959__ - ‘ 375 &, 225 323 350 
1960_ 900 | 12,125 180 795 
1961 _ _ - 925; 16,050 90 410 
1962__- 950 | 20,000 60 S65 
1963. . _- 875 23, 875 10 940 
1964__. 900 | 27, 775 , 975 
1965. _- 425 31, 200 . 000 
1966 - - pcccindek: Ncgied . 175 | 175 33, 375 25 
975 | 975 34, 350 150 
1968 _ : ‘ | , 000 @00 


_ 


w 


to wo Bo Oe Bo BO 
PO Wo ew 





010 


~ 
~ 


Total... -- oa : } 35,350 |-- 


Note.—The proposed authorizations above are similar to those under H. R. 8836; except that they pro- 
vide $24,825 for the Interstate System within a 10-year period; and assume application of the provisions of 
H. R. 8836 for primary, secondary, and urban highways only through 1968. 
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Existing and proposed authorizations and estimated payments for the Interstate 
System 


[Millions of dollars] 


Authorizations Expenditures 


37 
x 
° 
a 


Cumu- 1954 and | Pro- i | Cumu- 
Total lative |prioracts| posed | Total | lative 


£ 
8 
on 
< 
8 


5 


BSEe | 
BESeueezes 


YPN 


neetace® 


S85 


0 | 
| 
| 


S 

oS 

— te 
APrPsSr 


Pt WH Wd. 
BSSSSsssss 


PHYLA MNPNM 
bat tet et Pet bt 


Fe z 


5 
¥ 


Note.—The proposed authorizations above are for the same total amount as those in H. R. 8836; but 
cover a 10-year rather than a 13-year period. 


Estimated expenditures to be made during fiscal period 1957-71, by source of 
obligational authority 


[Millions of dollars] 


Regular Fed-| Interstate 
eral aid system 


H. R. 8836, for fiscal year 1957 a ‘ $25 $1, 025 | $1, 050 
H. R. 8836, for fiscal year 1958 750 1, 700 | 2, 450 
H. R. 8836, for fiscal year 1959 775 2, 000 2, 775 
Fiscal years 1960-1969, H. R. 8836, sec. 7 ; 20, 100 20, 100 
Fiscal years 1960-1969, H. R. 8836, statement of intent asada 9, 125 


35, 500 


From anticipated additional authorization, not carried in 
H. R. 8836 (fiscal year 1970-71) i cacanl 
From authorizations of 1954 and prior acts, not yet expended-- 


Grand total 


Sources of funds during fiscal period 1957-71 to meet expenditures 
[Millions of dollars] 


-rese na 
ae) eRe 


$17, 992 $8, 611 
492 246 

2, 004 

177 

XS6 


11, 924 
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Estimate of motor vehicle registrations by years and weight groups, 1957-71 


[Vehicles in thousands] 
Trucks, buses, and combinations 


| Total all 
motor ve- 
hicles 


Aten | Licht | Medium Heavy 


(38,000 (8.001- (over 
pounds 20 000 20,000 
j}and under) | pounds) pounds) 


a 


trucks, 
buses and 
combina 
tions 


1957. 

1958 

1959 

1960 

1961 

1962 ; . 

1963 , 63, 096 
1964 2 64, 77 
1965 . 66. 446 | 
1966 __ ‘ ea 68, 121 
1967 69. 889 
1968 innate 71, 641 
1969 eas 73, 410 
1970 cman 75, 245 
1971. = iatpemnne aout 77, 182 


o 


we ee eee 7 
en Od 


, 830 1, 180 10, 925 
897 1, 208 11, 186 
965 1, 236 11, 446 
030 1, 264 11, 700 
102 1, 293 11. 976 
182 1, 327 12, 9°6 
1, 361 12. F 04 
1, 396 12 2. 929 
1, 431 254 
1, 466 13 579 
1, £02 3.911 
1 
1 
1 
1 


259 
5c0 
, 955 
5, 318 


$9 98 $9 $9 $9. H9 $9 H9 $0 $9 $9 $9.92 99.99 


TABLE A.—Median road-user tax payments for selected vehicles 


‘T 1—TOTAL USER-TAX PAYMENTS UNDER TAX-STUDY RECOMMENDATIONS 
IN 9 STATES 


Single-unit Truck combinations 
| | trucks 
| | j ‘Tractor-semi- | 
State | Passen-| trailer Tractor- 
ger car 2-axle, S ba weed oo = cee ee 
| | Pickup} 6-tire | trailer | trailer- 
} | 3-axle, ; 4-axle, 32 | trailer 
| 281, | 282, | 281-2 
40-ton | 50 ton | 


} | | 


——e | SS | | 


Payments per year’ | | 

Median payments. .__-__dollars. 40 | 46 | 207 | 1,008 | 1,229 , 1 836 
Fr Index . 1.15 5. 18 | . 2 , 30. 73 ; 45. 90 
Payments per mile: | 
fh Median payments ..| 0.430 | 0.575 | 2.070) 2. 2.540 | 3.073 | 3.419 | 3.672 
ee ES a | 1.34 4.81 } 7.15 , 8. 54 
Payments per ton-mile: | i 

Median payments. __-- s..| 0. | 0.240 | 0.218 | 0.149 0. 127 | 0. 123 | 0. 0. 102 

PRN shea cans } 1.00} 108} 098] 0.67 0.57 | 0.55 0. 46 

' t i 


PART 2—TOTAL USER TAX PAYMENTS AT 1955 RATES IN 11 STAT 


| 1,220] 1,8 2.214 
29. 76 54. 00 


3. 050 | 4. 428 
6. 92 | ; 10. 04 


0.192 | 0.128} 0.116 | 0 0. 123 
0. 85 0. 56 0. 51 _ 4 , 0. 54 





Payments per year: | a4 
Median payments. dollars __ 48 
Index. __-- ba : 1.00 | 1.17 

Payments per mile: 

Median payments -_......cents-- . 441 
Index. 

Payments per ton-mile: 

Median payments .-| 0.227 | 0.250 


Index ; 1.00 1. 10 | 


| 
0,600 | 1.820] 1.732 
4.13} 3.93 
| 


| 





! The 9 States included in Part 1 plus Oregon, which has a tax structure based on the findings of incre- 
mental! studies, and Idaho, which has a mileage tax similar in coverage to those in Colorado, New York, 
Ohio, and Oregon. 
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The Cuarrman. Mr. Curtis has been requesting recognition. 

Mr. Curtis. Mr. Chairman, I would like to ask the Bureau of Roads 
what statistics they do have available, and have them supply those 
statistics. 

For example, I understood you to say you did have statistics that 
showed the percentage of use of the highway, our present highways, 
by different types of vehicles. Is that correct? 

Do you have such statistics? 

Mr. Turner. Yes; that is right. 

Mr. Curtis. You could supply those ¢ 

I would like to see those myself and I imagine they would be valuable 
for the record. In that there would be a breakdown, would there not; 
for example, a percentage use of those toll roads? 

If you would also give us an idea of who is paying, what percent- 
age is being paid, for example, on toll roads by heavy trucks’ Would 
you have statistics of that nature? 

Mr. Turner. We have some information but it is not complete 
because we do not have any official connection with the toll roads in 
the country. 

Mr. Curtis. But you do have some statistics that would throw 
light on that ? 

Mr. Turner. We have some statistics on that. 

Mr. Curtis. Now, I think you also have statistics on the increased 
cost of construction that is necessary as a result of carrying extra 
weights, per axle weights, do you not? When you do go to heavier 
weights, you have to have a heavier type of concrete, as I under- 
stand it. 

You would have the figures of the increased cost as you increase, 
let us say, 100 pounds or whatever figure you might use for gradua- 
tion? Do you have such data? 

Mr. Turner. We could make a calculation, an estimate, based on a 
specific example. 

Mr. Curtis. How do you mean, for a specific example’ Do you 
not figure things on the basis of axle load. 

Mr. Turner. Yes, but, as I say, we could develop that for an indi- 
vidual project but you could not take those figures and apply those 
nationally to the 40,000-mile system. 

Mr. Curtis. You mean because some would be hilly country and 
others would be—— 

Mr. Turner. That is right. 

Mr. Curtis. You must have some overall estimate disregarding 
hills, valleys and plains that would throw some light on the increased 
cost that is necessary. 

Mr. Turner. I could take an individual project and make two 
comparative designs, yes. 

Mr. Curtis. I would like to get data on that. Also, I imagine you 
have some statistics on the increased width of roads necessitated by 
the larger vehicles that are going to be carried. 

I understand, for example, some of these larger trucks have brought 
about an increased width. I would be interested in knowing those 
costs. 

Do you have data on that? 
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Mr. Turner. We have information of that type. Whether or not 
the extra width comes about due to any particular class of users is 
probably a very debatable question. 

Mr. Curtis. Of course, this committee can debate the conclusions. 

As I understand, you people i in Public Roads did not want to draw 
conclusions but that you do have the statistics. So I want to get the 
statistics and I am willing, for one, anyway, to try to draw some 
conclusions. 

I would also be very happy to have any explanation that might 
accompany these statistical charts so that we would not draw errone- 
ous conclusions from them. 

For instance, you might well say that regarding increased width, 
there are possibly several factors that might go to bring se the 
— width, not necessarily the size of the vehicle travelin 

I am tryin to illustrate the kind of information that I wou d “ike 
to have Cadeuieedby: if I thought enough about it, there is further 
eeaumaia ndetmiiiiog which would be “desirable, but I wish you 
would furnish this committee other data along this same line that might 
bear on this question of the cost of the highways and the usage of the 
highways by the different types of vehicles traveling them. 

One other line of questioning : 

Mr. Secretary, we have up here, I think all of us, a series of charts, 
and there are seven of them and they are numbered. The first one is 
headed “Estimated yield at present and unit tax rates on automotive 
and associated products, 1957 to 1971.” 

The first one is cumulative in millions of dollars. 

Are you familiar with what I am showing you? 

Secretary Wrexs. Those the Treasury submitted and I saw them 
for the first time when I came up here. 

Mr. Curtis. You have not seen them before? 

Secretary Weeks. You would have to get information on them from 
the Treasury. 

The Cuatrman. If that is what has come up to me with a letter 
today, we are just waiting for you to stop your questioning and we 
are going to put it in the “record. 

Mr. Curtis. Fine, Mr. Chairman. That is what I wanted to do 
because I wanted to ask a couple of questions on the charts. 

First, did the Commerce Department assist the Treasury in the 
preparation of these tables? 

Secretary Weeks. The Bureau of Public Roads gives them such 
information as they ask us for that is helpful in computing the 
estimates. 

Mr. Curtis. I believe it was from these charts, if I am not mistaken, 
that Mr. Machrowicz was asking the questions on the increased per- 
centage of the yields each year. What I wanted to know was this: 

I have heard testimony from the Bureau of Roads that in figuring 
these increases, which represent the growth of our economy, you use 
populations as one of your main guideposts; is that correct ? 

Mr. Turner. That is one of the basic ones, yes. 

Mr. Curris. Could you name others that you used in these estimates ! 

Mr. Turner. Population, but it is not as simple as saying “popu- 
lation.” It has to do with the composition of the population in the 
country, the age groups, driver age, and other things. 
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Mr. Curtis. I notice in the Secretary’s testimony that he referred 
to the fact that the middle and lower incomes are where you find an 
increased automobile usage greater than you would in the higher 
brackets. 

Is there anything else that you think bore on the estimates 

Mr. Turner. Population and related factors are the principal things 
that determine our estimate of the number of vehicles. 

Mr. Curtis. I see. 

Now, you are talking about passenger vehicles ? 

Mr. Turner. Mostly passenger vehicles. 

Mr. Curtis. I will direct this question to the Secretary: 

What estimates have been made with regard to the potential in- 
creases in the trucking industry? Has any data been supplied to 
the Treasury on that point in order to make estimates possible with 
respect to increased revenue from truck taxation ¢ 

Secretary Weeks. I will ask Mr. Turner to answer that. 

Mr. Turner. I believe we did not have much information on that 
und I believe we used the same figures, estimates of rate of growth 
for the trucks, that we did for the passenger cars. 

Mr. Curtis. I wonder if we could have the present capital invest- 
ment in the trucking industry as a whole, and possibly the figures 
back for, say, 10 to 20 years, which would give us the curve of in- 
crease in the trucking industry ? 

I think capital investment might be a good basis on which to look 
into the future on what that rate of growth would be, and also whether 
or not we do not have the gross revenues from the trucking industry 
and net revenues, which would also be an interesting figure. 

Do you think you have those statistics and could supply them ? 

Mr. Turner. We do not have information of that type in the 
Bureau of Public Roads. It may be available somewhere. 

Mr. Curtis. I imagine Commerce would have it. 

Secretary Weeks. I would be glad to see if we can accumulate 
anything of that character. 

Mr. Curtis. I have one specific further question, Mr. Secretary. 

We had the interurban bus industry make the statement that their 
industry was in precarious financial situation. I asked them for some 
basic figures on their capital investment and their earnings at the 
present, and over a period of years. 

In addition, I suggested that it would be important to know what 

mergers have been going on in the interurban bus industry which 
would throw light on whether or not there had been an overall decline 
or cessation of growth in that industry. 

The reason I am anxious to get that specific data is that it will 
reflect on these basic charts of estimated revenue because we have 
been estimating this revenue on the assumption that there will be 
a constant growth over the period of the next 12, in this instance 
13, years. 

I think we ought to get as many economic indicators thrown into 
this as we can in order to not be off base in our estimates of revenue. 

One very minor thing, Mr. Secretary. 

I believe on page 3 there was an error in your transcript which 
I think should be corrected, 1,350,000,000 people. You have an extra 
three zeros and I wanted to be sure the record is straight on that. 

Secretary Weeks. We will correct that. 
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(The information referred to by Mr. Curtis appears following the 
testimony of Secretary Weeks.) 

Mr. Curtis. That is all. 

The Cuatrman. Mr. Mills? 

Mr. Mitts. Mr. Chairman, I submit for the record at the point in 
the hearings where the Secretary of the Treasury testified, a letter 
addressed to you February 17 from Dan Throop Smith, Special Assist- 
ant to the Secretary in Charge of Tax Policy, and also some tables 
accompanying the letter. 

ae CHatrMAN. Without objection, they will be received for the 
record. 

(The information referred to was inserted at the conclusion of 
Secretary Humphrey’s testimony and appears on p. 43.) 

Mr. Bocas. Mr. Chairman ? 

The CHatrrMan. Mr. Boggs. 

Mr. Boaes. I have one or two questions. 

I have the Secretary’s letter and House Document 120 of the 84th 
Congress, Ist session, Needs of Highway System, 1955-84. 

On pages 6 and 1 is a total there on the interstate system. The 
total shown there is $23.253 billion. I am just wondering why the 
total was that last year and why it is $25 billion now. 

Secretary Weeks. This figure does not include the 2,300 miles that 
we allocated last September. 

Mr. Boces. Fine. 

One other question : 

In other words, there are 2,300 new miles? 

Secretary Weeks. Yes. 

Mr. Boces. In connection with this tax differential, there was a 
test called the WASHO road test, where it stated that the Bureau of 
Public Roads of the United States Department of Commerce contrib- 
uted $280,000 in the form of engineering personnel, instrumentation, 
photography, and certain supplies and equipment. 

After participating in that study, you still are not prepared to make 
any recommendation on the tax differentials ? 

Secretary Werks. I am not familiar with that study, Mr. Congress- 
man. 

I would like to have Mr. Curtiss comment on the study. 

Mr. Boces. I just wanted a brief explanation. 

Secretary Werks. I do not under any conditions, as I said, want, 
to recommend an allocation of taxes. 

Mr. Boaes. I have no further questions. I do not think we need 
go into it any further. 

The Cuatrman. Any further questions? 

If not, we thank you for your appearance, Mr. Secretary, and the 
information given the committee. 

The committee will stand adjourned until Monday morning at 
10 o’clock. 

(The following material was submitted for the record by the Depart- 
ment of Commerce :) 
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Turnpike truck traffic in relation to total trafic in 1955 


Truck traffic 
Total traffic |—— lianas 


} 
| Vehicle- 
miles 


(vehicle-miles) 
Percent 


Denver-Boulder 31, 476, 972 831, 238 
99, 012, 487 3 894, 595 
TE IO i dicciciaceichetniticccmbmnamiee siento nda 52, 700, 608 | , 239, 107 
New Jersey 942,063,614 | 94,411,371 | 
New York Thruway 905, 595,018 | 103, 754, 832 
Ohio 4, 878,741 | 014, 404 | 
CO | a ee ee | 137, 543, 561 | 2, 400 
Pennsylvania 1, 342, 191, 671 | 325 

West Virginia----. aikdpalils Eeiianitbesmetihcebts 89, 741, 276 | 





Toll rates for three typical vehicles on principal toll turnpikes* 


Description of road or section Vehicle type 


2-axle, Gtire | ‘sie tractor 
truck, 19,000 semitrailer 


, : combination 
ed a ,0undSs Maxi- . ° 
Maximum gross oe pecs 50,000 pounds 


| weight aoa maximum gross 
Location | Length weight weight 


Passenger car, 
3,882 pounds 


| Toll Rate Toll Rate oll Rate 
| pay- per pay- per pay- per 
} ment mile ment mile ment mile 


ROADS IN OPERATION 
Miles Dollars Cents Dollars Cents Dollars Cents 


Colorado: Denver-Boulder Turnpike_.| 17.3 | 0. 25 1. 46 0. 50 2. 89 0. 80 4. 62 


Maine: Maine Turnpike: 
Kittery-South Portland -_-_-.- oat 42. ¢  @ . 75 | 1. 24 2. 91 1.75 08 
South Portland-Augusta 64.9 | . 25 | . % 2. 3. 24 3 


Full-length trip-- .8 . 95 3. 2! 3.01 4. 65 31 
New Hampshire: New Hampshire | | 
Turnpike, Portsmouth-Seabrook- -- : 2; 1.36 5 3 : 08 
New Jersey: | 
New Jersey Turnpike, Delaware 
Memorial Bridge-George W ash- 
ington Bridge-.-- ----- es 
Garden State Parkway, Lakewood 
south to Cape May--. 
New York: New York Thruway, | 
Spring Valley-Buffalo_............--- 
Ohio: Ohio Turnpike, Eastgate-West- | 
gate. » sue seuwsa ‘ 
Oklahoma: Turner Turnpike, Okla- | 
homa City-Tulsa___----- SELES 








Pennsylvania: Pennsylvania Turnpike: 
Gateway-Irwin , 
Irwin-Carlisle _- 

Carlisle-Valley Forge-_- 
Valley Forge-Delaware River 


EE BE co cietreecenine sss 
West Virginia: West Virginia Turn- 
pike, C harleston-Princeton__.__- 


ROADS UNDER CONSTRUCTION 


Connecticut: Connecticut Turnpike, 
Greenwich-K illingly - - . -_-- ash. 

Indiana: Indiana East-West Toll Road, 
Ohio Line-Illinois Line__............. 
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Toll rates for three typical vehicles on principal toll turnpikes—Continued 


Description of road or section VehicleZtype 


| 
- ———————————————————a 





2-axle, 6tire | ‘*@xle_ tractor 


semitrailer 
8 ae a combination, 
maximum gross mum gross 50.000 pounds 
weight aad bt maximum gross 
Location |Length| elg weight 


Passenger car, 
3,882 pounds 


| 
| 
| 
| 
| 
} 





Toll | Rate | Toll | Rate | Toll | Rate 
pay- | per | pay- | per | pay- | per 
ment | mile ment mile ment mile 


ROADS UNDER CONSTRUCTION—COn, 


Kansas: Kansas Turnpike: 
Kansas City-Topeka (south inter- | Miles | Dollars | Cents | Dollars | Cents 
change) : .85 | 1.44 1.30 2. 21 
Topeka (south interchange)-Em- | 
Res | 50. 1.00 2.00 1. 50 3.00 
Emporia-E] Dorado 55.2 | 1.00; 1.81; 2.05 3.71 | 
El! Dorado-South Haven. - ete 57.9 | . 85 1. 25 1. 60 2. 36 





I FED vc icinteainccaaeul 3.80 | j 6.65 
Kentucky: Kentucky Turnpike, Louis- | 
ville-Elizabethtown. --- . 6 .§ 1.00 
Massachusetts: Massachusetts | 
Throughway, Boston-New York | 
Line. - a 123. 
New Hampshire: Frederic E. Everett 
Turnpike. - -- 
New Jersey: New Jersey Turnpike: 
Pennsylvania Turnpike extension. - 
Newark Airport-Holland Tunnel 
extension... | 
New York: New York Throughway, 
New England extension.. 
ROADS AUTHORIZED 
Texas: Dallas-Fort Worth Turnpike 30. £ a .6 75 
Virginia: Richmond-Petersburg Turn- | 
pike.._- 34. 6 . 73 | 80 ai 5 4.03 
Washington: Tacoma-Everett Toll | | | 
L§ PRT RG 65. . 90 38] 135) 20s} 225) 34 
| | 


1 Parkways from which trucks are barred, resort-area roads, and proposed roads for which toll schedules 
are not available are excluded 


2 This vehicle combination prohibited by State size and weight regulations from operating in Kentucky. 


Interstate System truck traffic as a percentage of total traffic in 1954 


. Trucks 
Census regions: (percent) 
New England 

Middle Atlantic 

South Atlantic 

Bast North Central 

East South Central 

West North Central 

West South Central 

Mountain 

Pacific 


Roap Test ONE-MD AND THE WASHO Rodap Test 


Copies of the Brief Description and Summary of Major Findings of road test 
One-MD and the WASHO road test are attached. Both reports are published 
by the Highway Research board of the National Academy o Sciences-National 
Research Council, the agency that conducted the tests. A s)nopsis and findings 
of the WASHO test appear on pages 4 and 5 of that report and a summary) 
discussion begins on page 202. 
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It should be pointed out that these tests do not provide means for calculating 
the added cost of providing for heavy loads instead of for passenger cars only. 
The Maryland test was designed to measure the effect of four specific axle load- 
ings on a concrete surface of uniform thickness laid on a subgrade of varying 
quality. The WASHO test was designed to measure the effect of the same loads 
on bituminous surfaces of various structural thickness on a uniform subgrade. 

The results were expected to indicate whether it was reasonable to continue 
the axle load limit of 18,000 pounds commonly in effect or whether relaxation 
of that load limit on roads as they now exist could be justified. The results were 
also expected to produce significant new facts with respect to highway design— 
facts badly needed in face of the great increase in numbers of heavy vehicles 
following World War II. The tests not only produced the expected results but 
also gave convincing proof that roads that might serve for many years with only 
infrequent application of heavy loads suffered severe damage when exposed under 
unfavorable conditions to frequent repetition of the same loads. 

The road test now being undertaken in Illinois, supported by State highway 
departments throughout the country and by many other agencies, will include 
tests of both concrete and bituminous surfaces as well as bridges, and will 
encompass a greater number and wider range of axle loads than did the 
previous tests. It can be expected to provide evidence of the cost of highways 
necessary to accomodate loads of various magnitudes. 

The results of these road tests will be coupled with a collateral study of 
cost of operating motortrucks under different loads, now being conducted by a 
committee of the Highway Research Board with the help of many State high- 
way departments and motortruck operators. Taken together, they are expected 
not only to provide answers to standards of highway design but also to point to 
the optimum axle and gross loads for most economical highway transport, 
highway and vehicle costs both considered. 


METHOD OF ESTIMATING FUTURE MororR VEHICLE REGISTRATIONS FOR SECTION 13 
STUDY 


The motor vehicle estimates made for the section 13 study are based largely 
upon estimates of population that were obtained from the Bureau of the Census. 
Although the Bureau of the Census did not have regional estimates of popula- 
tion at the time the section 13 study was made, they assisted us in breaking down 
their national total estimates by regions. These regional forecasts were supplied 
to the States, together with charts showing the past relationship of number of 
persons to the number of vehicles, with projections to assist the States in making 
their own estimates of future motor vehicle registrations. 

Some of the States made estimates that assumed rates of population growth 
identical to those that we sent them; and most assumed that motor vehicle 
registration would reach approximately 45 vehicles per hundred persons by 
1971. 

It was (and is) our position that the States were in most respects able to 
apply knowledge of local factors and conditions better than we in making such 
estimates. In a few cases, we questioned the estimates of some States that 
seemed to be either substantially out of line with those of neighboring States 
or with what seemed to us to be within the realm of probability. In some cases 
the States revised their estimates, but others preferred that we accept the esti- 
mates as originally made, and in such cases we did so. In a few instances the 
States supplied estimates of motor vehicle travel and gasoline consumption 
but did not include estimates of motor vehicle registration. In those cases, 
we supplied estimates of motor vehicle registration, based on the population and 
vehicle ownership data discussed above. 

The motor vehicle registration estimates, in general, are based on the premise 
that motor vehicle registration, which now amounts to 1 vehicle for each 2.7 per- 
sons in the United States will increase to approximately 1 vehicle to each 2.25 
persons in the United States by 1971. Worth noting, although it may be calling 
attention to the obvious, is the fact that there can be no error in the national 
totals of the segment of the population that will be able to own or operate motor 
vehicles by the end of the period covered in these estimates, since the persons 
who will reach owning and operating ages by the end of that period are already 
born. 
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EFFrect oF CONSTRUCTING RoAps WITH LANES 12 FEET IN WiptH RATHER THAN 
11 Feet 


It is estimated that increasing the width of traffic lanes from 11 feet to 12 
feet increases the cost of the roadway surface by approximately 8 percent. 
For the Interstate System the surfacing, assuming 12-foot lanes, is estimated to 
umount to 24 percent of the total cost. 

Grading costs, accounting for 25 percent of the cost of the Interstate System, 
are estimated to be increased by about 5 percent by the increase of lane widths 
trom 11 to 12 feet. 

Likewise, bridges cost somewhat more if designed to accommodate 12-foot 
lanes than if the lunes are 11 feet in width. The added cost for bridges and 
structures, accounting for 31 percent of the Interstate System estimate occasioned 
by the wider lanes, is estimated at 3 percent. 

It was generally accepted at the time the Interstate System standards were 
adopted in 1945 that 12-foot lanes were needed for that system. That position 
was developed largely in consideration of the fact that the system would accom- 
viodate substantial numbers of large trucks and buses. Many studies of vehicle 
placement and driver behavior by the Bureau of Public Roads and the State 
highway departments showed that while reasonably safe clearances between 
meeting passenger vehicles could be expected with 11-foot lanes, similar clear- 
ances for passenger Cars meeting trucks or for trucks meeting trucks could not 
be assured without the use of 12-foot lanes. Accommodation of large vehicles 
Was an important consideration in the decision to adopt 12-foot lanes as the 
interstate standard. 

Other factors are important, however, and by now may outweigh the difference 
in widths of vehicles as a reason for the wider lanes. 

The trend toward wider passenger cars has reduced the differential in width. 
While trucks have remained at the common legal limit of 8 feet in width, the 
width of the average passenger car has increased from 5.9 feet at the time the 
interstate standards were adopted to about 6.4 feet for current models. 

A factor not commonly appreciated is the fact that wider lanes actually in- 
crease the capacity of the highway. Capacity of two-lane roads is influenced 
greatly by the number of passings that can be accomplished, so that slower 
vehicles may not retard those wishing to move faster. The passing maneuver 
requires a vehicle to be for some time and distance in the lane for opposing 
traffic. The wider the lane, the less time a passing vehicle must spend on the 
wrong side of the center line, or in effect the shorter the distance in the opposing 
lane required for the passing maneuver. Traffic studies show that for this 
reason the capacity of a two-lane road with 12-foot lanes is 15 percent more than 
the one with 11-foot lanes. Even on roads with 2 or more lanes in one direction 
the capacity is 3 percent more with 12-foot lanes, as a result of a smaller number 
of vehicles obscured straddling the lane lines and thereby each occupying space 
for 2 cars. 

An extensive study of the effect on safety of various elements of design con- 
ducted by the Bureau of Public Roads, the National Safety Council, and a number 
of State highway departments’ showed that wider lanes, while not having a 
measurable influence on safety on tangents, do make for safer operation on 
curves. 

These reasons, coupled with the recognition by the public of the greater com- 
fort and convenience in driving on the wider lanes, have led to the general cur- 
rent acceptance of the 12-foot lane as a standard for all heavily traveled roads, 
even those such as parkways restricted to passenger-car operation. 

It does not seem appropriate, therefore, to attribute the added cost occasioned 
by the use of the 12-foot lanes solely to the need for accommodating large trucks 
and buses. 


? Public Roads, vol. 27, No. 8, June 1953. 
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DATA ILLUSTRATING GROWTH OF For-Hire, INTERSTATE TRUCKING 
UNITED STATES 


INDUSTRY IN 


[From Interstate Commerce Commission, Bureau of Transport Economics and Statistics] 
TABLE 1.—Estimated revenues of class I, II, and III motor carriers, 1939-54 


[Millions of dollars] 





Revenues from property service Revenues from property service 


Intercity revenues of 


Intercity revenues of 
intercity carriers 


Total : ; Total 
re ‘arriers 
revenues, intercity carrk revenues, 
intercity _ intercity 
and local and local 


Common Contract 


Common Contract 


(a) 


(b) ; ‘ (b 


WR scccanes 
iansens 
1941... 

1942 

1943 
Raine 
1945_... 
1946_. 


$579. 1 
691.5 
873.9 
967. 0 

1, 004. 1 
998. 9 

1, 025. 

1, 209. 0 


$792. 2 
867.0 
1, 095 
1, 212. 
1, 304. 
1, 351. ¢ 
1, 406. ¢ 
1, 654. £ 


1947_. 
1948 
1949 
1950 
1951 
1952 
1953 


114.7 
155. 0 
169. 4 
199.3 
226. 3 
297.9 
358. 6 
345. 3 


CKWwOKwenauno 





1 Preliminary. 


TABLE 2.—Estimated ton-miles of class I, II, and III motor carriers of property 
in United States 


of 


ton-miles of 


carriers 


Intercity intercity ton-miles 


Carriers 


Intercity intercity 


Total ! 


Common Contract 


Common 


Contract Total ! 


Pillions Billions 
14.911 4. 736 
17. 348 3. 335 
23. 212 3. 624 
25. 381 2. 702 
26. 284 483 
24. 577 676 
24. 794 495 | 
28. 208 


Billions 

19. 646 
20. 683 
26. 835 
28. 083 
28. 768 

. 253 

. 289 


Billions 
34. 744 
42. 630 
43. 952 
61. 276 


Billions Billions 
2. 950 37. 693 
4 076 46. 706 
3. 939 47. 891 
4. 371 65. 648 
66. 865 5. 426 72. 292 
64. 163 6. 680 70. 843 
69. 184 7. 326 76. 510 
62. 621 6. 674 69. 285 


1947 
1948 
1949 
1950 
1951 
1952 
1953 2 
1954 3 


NPN 


1 Variation in totals result from rounding. 
2 Revised. 
3’ Preliminary. 


Data ILLUSTRATING GrowTH OF For Hire, INTRASTATE TRUCKING INDUSTRY IN 
CALIFORNIA 


[From Public Utilities Commission—State of California, Transportation 


April 1955] 


Division 


TABLE 3.—Gross-operating revenue—Transportation of property—Highway 
° 1 
carriers 


(Common and | 
permitted) 


787, 482 
734, 936 
560, 400 
137, 956 


(Common and 
permitted) 
$254, 900, 577 
272, 407, 589 
270, 929, 828 


312, 502, 095 


Year: 
1938 
1939 
1940 
1941 
1942 


Year—Continued: 

Sti. 
79, 
82 

108, 


128, 328 


1943 
1944 
1945 
1946 


465, 
148, 529, 
168, 474, 432 
185, 988, 546 
224, 743, 26: 


232 


366, 308, 468 
400, 734, 541 
, o41 


25, 186 


1 Includes revenues of express corporations owned by highway carriers. 


(Whereupon, at 4:30 p. m., the committee recessed, to reconvene at 
10 a. m. Monday, February 20, 1956.) 
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MONDAY, FEBRUARY 20, 1956 


House or REPRESENTATIVES, 
ComMiTreE ON Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the House Committee on Ways and Means, Hon. Jere 
Cooper (chairman) presiding. 

The CHAIRMAN. The committee will be in order. 

The first witness appearing on the calendar this morning is Dr. 
Burton Behling. Is Dr. Behling here? 

Come forward, please, sir. Please give your name, address and the 
capacity in which you appear for the record. 


STATEMENT OF DR. BURTON N. BEHLING, ECONOMIST, 
ASSOCIATION OF AMERICAN RAILROADS 


Dr. Benue. Mr. Chairman and members of the committee, my 
name is Burton N. Behling, economist, Association of American Rail- 
roads, with my office here in Washington, representing the association, 
and also the American Short Line Railroad Association. 

I am the only witness who will appear for the entire railroad indus- 
try, which, incidentally, operates thousands of heavy trucks. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

The Cuarrman. Without objection, the entire statement will appear 
in the record. You may proceed. 

Dr. Bentrnc. The railroads appreciate this opportunity to appear 
before you in response to the announcement of hearings by Chairman 
Cooper on February 6 inviting suggestions on other possible revenue 
sources than those referred to in H. R. 9075, which, as I shall point 
out, fails to meet tests of equity and sound economy. 

I then, in my prepared statement, point out what our interest in 
this matter is, that we are interested in it both as general taxpayers, 
and also as competitors of the trucking industry. 

Federal highway aid has grown from small beginnings, originated 
40 years ago. In considering further substantial enlargement of 
Federal aid, the time has come to put the financing of such outlays on 
a sound and definite basis that: 

1. Will not impair the fiscal outlook of the Federal Government. 

2. Will place the costs of Federal highway aid on highway users, 
‘rather than general taxpayers. 

3. Will collect equitable payments from different classes of 
motor-vehicle operators on the basis of their relative highway use 
and cost responsibilities. 
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In the next section of the paper, there is brief reference to the im- 
portant matter of Federal fiscal policies and taking into consideration 
the effect of financing a highway program on the national debt, pos- 
sibilities for reduction of tax burdens, and making and having suffi- 
cient funds available for the financing of programs of the Govern- 
ment that can only be financed with general revenues. 

Then, at the bottom of page 2, I should like to make some refer- 
ence to the existing Federal excise taxes. Up to now, the Federal 
Government has not levied any highway user charges to finance its 
highway expenditures. Although the Federal tax structure con- 
tains a varied assortment of selective excise taxes, certain of which 
are sometimes referred to as automotive excise taxes, this committee 
knows that all of these excises have been levied by Congress from time 
to time as sources of general tax revenues. 

Suggestions have been advanced in recent years, however, that some 
or all of the so-called automotive excise taxes may be regarded as pay- 
ments by highway users and, in accordance with the “linkage” theory, 
associated with Federal aids to highway construction. 

Contrary to such assertions, the fact is that Congress, although it 
could have done so, did not enact any of the existing automotive excise 
taxes as highway user charges or, by declaration or in any way, dedi- 
cate their proceeds for aid to highway construction. Whenever Con- 
gress has imposed taxes for special purposes and to finance particular 
programs, it has been careful so to state. 

Then I go on to point out that it doesn’t seem to us that it would be 
best to have linkage between Federal aid and these excise taxes by any 
kind of loose association, and that if the Congress or this committee 
intends to take any of the existing excises for that purpose, it ought 
to accompany that with a specific declaration with respect to that. 

Separate reference to the existing Federal excise taxes on motor 
fuels is appropriate because these levies are most often linked with 
Federal highway aid. At the present time, it happens that. highway- 
aid commitments of the Government under the 1954 act are not greatly 
different annually from the revenues derived from these fuel taxes. 

Moreover, a tax on motor fuels is regarded generally as the most 
practicable method of levying a basic highway user charge upon motor 
vehicles of all classes, provided that a fuel tax is supplemented by 
special user charges upon the large and heavy vehicles. 

If, for these or other reasons, the Congress should decide to regard 
the existing taxes on motor fuels as a means of financing in part a 
Federal highway program, certain important conditions should be 
observed. We then list what those conditions, as we see them, are. 

Over on page 5, reference is made to the user charge principle and 
it is pointed out that the merit of financing highways on the basis of 
user charges does not rest only upon fiscal organizations, important 
though they are. 

It has come to be widely recognized and accepted that highway 
users should bear the costs of facilities provided for their needs, and 
the following quotation refers to the position taken on behalf of the 
American Association of State Highway Officials in the hearings be- 
fore the Public Works Committee last year on this road program 
matter. 

It may be well to point out in this connection that user charges are 
not ordinary taxes levied to support the general functions of govern- 
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ment, and should not be confused with.them. They are essentially 
different in purpose and they require different standards in their 
application. 

User charges are compensatory payments specifically related to 
governmental expenditures for the benefit of those who pay the charges. 

Then further on, on that page, | point out that the States which, ‘for 
many years, have had the major responsibility for developing methods 
of highway finance from their experience have come to rely increas- 
ingly t upon the user charge principle. 

They have found that this method is both sound and practical, and 
that there is actually no other fair or workable alternative. ‘Their 
reliance upon tax revenues to finance highway expenditure programs, 
accordingly, has continually diminished. 

We also point out that no State relies solely on a fuel tax, or other 
across-the-board kinds of charges. They all provide for graduated 
highway user charges on the large and heavy vehicles. There is no 
exception to! that. 

At page 7, in striving to achieve greater equity of highway user 
charges, the States have had to contend at ev ery step with resistance 
from those who represent operators of heavy commercial vehicles, 
seeking to avoid just charges for their use of the public highways. 
The persistency of these avoidance efforts was effectively described 
in the report to the New York State Legislature in 1953 by its joint 
legislative committee on highways, canals, and revenues. 

I shall not read that quotation, but I do invite your attention to it. 

In spite of such opposition, all the States have made some progress 
toward the development of properly graduated highway user charges 
on heavy commercial vehicles, as distinguished from across-the-board 
charges. The Federal Government, if it is to embark upon the finane- 
ing of a highway program of unprecedented magnitude, may well 
heed the problems encountered and the lessons learned by-the States 
through hard experience. 

Then the very important matter, sir, of the cost responsibility of the 
heavy vehicles. Use of the public highway by operators of heavy 
commercial vehicles is a large and growing business in all parts of the 
Nation, accounting for highway use and costs far greater than their 
mere numbers would indicate. 

There are about 62 million motor vehicles; about 10 million of them 
are trucks—light, medium, and heavy—but only less than 1 million 
are in the heavy over-the-road category. 

Highway cost apportionments ‘based upon the two principal use 
factors of vehicle weight and distance traveled are daneteals le, 
garded only as a measure of relative amounts of highway use. W ie 
further consideration is given to the extraordinary highw: ay require- 
ments of the large and heavy vehicles, which they alone should pay for, 
the justification, at least for apportioning highways costs ac ‘ording to 
weight and mileage, is even more apparent. 

Thus, this method represents a practical approach to the assign- 
ment of special or incremental highway costs for which the large and 
heavy vehicles should be held directly responsible. Since accumulat- 
ing evidence indicates that the weight, size, and operating character- 
isties of the heavy vehicles may have an even greater effect in increas- 
ing highway costs than weight and mileage measures of use account 
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for, this method of cost apportionment probably results in the mini- 
mum reasonable assignment of costs to such vehicles, rather than the 
full measure of their cost responsibility. 

Then we go on to point out that the evidence is now overwhelming 
that the heav y vehicles do occasion very substantial additional costs 
of building, rebuilding, and maintaining the Nation’s highway, and 
accompanying that, there is an appendix, a rather lengthy appendix A, 
which cites various highway atithorities on this matter of the special 

requirements of the heavy v ehicles. 

We think that this matter is particularly important when considera- 
tion is given to the fact that the proposed program for improving the 
Interstate Highway System contemplates the design for that system 
to accommodate the special and extraordinary requirements of the 
heavy vehicles at the greater costs that are necessarily entailed. 

I pass over, now, to page 11, under the heading of “The Fuel Tax 
Deficiency.” Although a tax on motor fuel has a proper place in a 
structure of highw: ay user charges, it cannot by itself produce equitable 
results as between light and heavy vehicles, for while a heavy vehicle 
consumes more fuel per mile than a light "vehicle, the heavy vehicle 
consumes far less fuel in relation to its w eight and special demands 
upon highway facilities. 

The effect of a fuel tax alone is to burden private motorists and 
owners of other light vehicles with highway costs which the operators 
of large and heavy vehicles should, but would not, pay. 

For this reason ev ery State has found it necessary to supplement its 
fuel tax with special graduated charges upon the heavy vehicles. Just 
how extremely inadequate the fuel tax is in charging the heavy vehicles 
for their highway use and special requirements is demonstrated by 
comparing its effect upon an ordinary automobile and a typical heavy 
combination vehicle. 

For each gallon of gasoline it consumes, an automobile with a gross 
loaded weight of approximately 2 tons, and obtaining 15 miles to the 

gallon, realizes about 30 ton-miles of highway use. In contrast, an 
a -the-road, 4-axle tractor-semitrailer combination, with a gross 
weight of 30 con and moving about 5 miles to the gallon, g gets approxi- 
mately 150 ton-miles of highway use from a gallon of gasoline. 

The heavy vehicle, on the basis of w eight and mileage, thus gets 
approximately five times as much highway use as does the automobile 
or other light vehicle for each cent of fuel tax it pays. Stated other- 
wise, the heavy vehicle pays in fuel tax only about one-fifth of what 
it should pay on a proportionate scale. 

Per mile of highway use, the 30-ton vehicle should pay 15 times as 
much as the 2-ton automobile, but in fuel tax it would pay only about 
5 times as much: 

The fuel tax deficiency is even more strikingly apparent when ex- 
tended on the basis of annual volume of highw: ay use, so as to reflect 
the much greater mileage accumulated in a year by the heavy vehicle. 
For the 2-ton automobile, operated an average of 10,000 miles a year, 
the annual highway use amounts to 20,000 ton- miles. 

Contrast this with the highway use of a 30-ton freight vehicle oper- 
ated 50,000 miles a year, or ‘for a total of 1,500,000 ton-miles annually. 
Many over-the-road freight vehicles are operated much more than 
50,000 miles a year. Then the following figures demonstrate that the 
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relative use of the heavy vehicle amounts to 75 times as much as for 
the ordinary passenger automobile. 

We conclude that since the heavy vehicle obtains, in a year’s time, 
about 75 times as much annual highway use as the automobile, with 
properly differentiated highway user charges, the heavy vehicle ac- 
cordingly should pay in a year’s time at least 75 times as much as the 
ordinary light vehicle. 

By means of a fuel tax, however, that heavy vehicle’s annual pay- 
ment would amount to only 15 times as much as that paid by the auto- 
mobile, or one-fifth of its proportionate share. That is further demon- 
strated in the figures that follow, showing that there is a very substan- 
tial deficiency to be made up by the heavy vehicle if it is to be on the 
same basis as the millions of passenger automobiles. 

The fuel-tax deficiency, as demonstrated, amounting to $400, should 
be collected from the heavy vehicle by some kind of supplemental user 
charge or charges levied only upon this class of vehicle. The illustra- 
tion, it is important to point out, relates only to a gas tax of 1 cent a 
gallon. 

If the gas tax is higher, then the deficiency resulting from the ga 
tax on the heavy vehicle is corr espondingly higher also. Nominal or 
token special charges on such vehicles, in view of this fuel-tax defi- 
ciency, would not overcome the extreme deficiency of a fuel tax and 
would merely convey the illusion of equity. 

I want to point out also, at page 14, skipping the intervening mate- 
rial, that the foregoing comparisons with reference to the fuel tax 
also demonstrate the fallacy of applying other across-the-board kinds 
of charges; that the deficiency of the fuel tax cannot be corrected, 
but only aggravated, by adopting other kinds of taxes which apply 
in the same way as between the light and the heavy vehicles. 

Then, briefly, a word on this matter of the diesel fuel tax on page 15 
of the paper. A special problem is presented with respect to the taxa- 
tion of diesel fuel as a highway user charge. To an increasing extent 
in all sections of the country, heavy vehic les operated on the highways 
are powered with diesel fuel, rather than gasoline, and the followi ing 
figures show, as estimated by the Automobile Manufacturers Associa- 
tion, how very substantial a growth there has been in heavy diesel- 
power vehic les since the close of World War II, amounting to a sixfold 
increase in an 8-year period. 

The essential fact in relation to equitable user charges is that diesel- 
powered vehicles obtain substantially more miles per gallon of fuel 
than do similar gasoline-powered vehicles. This being so, the same 
rate of tax applied to both fuels cannot be a proper or uniform yard- 
stick of highway use. 

To adjust for this inequity, the rate of tax on diesel fuel consumed 
in hiehway vehicles should be sufficiently higher than on gasoline to 
equalize the user payment per mile of highway operation. 

It has been contended, we know, that a differentially higher weight 
on diesel fuel would amount toa discrimination. This we think is not 
so; that actually the reverse is true. At equal rates of tax for highway 
use, the diesel-powered vehicle is favored ; the gasoline-powered vehicle 
is penalized. 

Considering the greater mileage per gallon obtained with cheaper 
diesel fuel, it is equal rates that are discriminator y, and the further 
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discussion there points out that the rate of tax on diesel fuel should 

be at least 50 percent higher than on gasoline, to bring the two fuel 
yardsticks to a parity. "That is all these taxes are intended to do— 
is to measure highway use and, if one yardstick is longer than the 
other, they cannot measure equitably. 

Finally, and this is the closing section of my paper, we offer a 
financial plan for Federal highway aid. It takes account of the 
observations that I have made in the early part of the presentation. 

First, there is a summing up of what the previous portions of the 
paper have said, and I will pass over that, in view of the limited 
amount of time. 

Conforming with these requirements, near the bottom of page 17, 
gentlemen, we suggest for your consideration a four-part structure of 
Federal highway-user charges composed of the following elements: 

Gasoline tax: A gasoline tax is the most feasible method of levy- 
ing a basic user charge upon motor vehicles of all types, but is equitable 
only if applied in conjunction with special graduated charges upon 
heavy vehicles. Regarded as a user charge, a gasoline tax should 
apply only to that used as a highway motor fuel. 

But if the tax is applied to all gasoline, the revenues obtained from 
nonhighway use should not be counted as funds available for highway 
financing. The alternatives are to exempt nonhighway use or to 
consider the levy upon nonhighway users as an excise tax for general 
budgetary needs. 

A highway diesel fuel tax, which is the necessary counterpart of the 
gasoline tax, and which, as I said just a moment ago, the rate on it 
should be differentially higher by 50 percent than the rate on the 
gasoline tax. 

; Tax on large tires: The specific purpose of an exclusive tax on 
large tires used on heavy trucks and buses is to offset, at least in part, 
the inadequate payments of — vehicles by means of a fuel tax. 
Such a tax, limited to tires of size 9.00 by 20 and larger, has the neces- 
sary char: acteristics of a supplemental user charge reflecting the size, 
weight, and mileage of the heavy commercial vehicles. 

There should also be an equivalent tax on camelback material for 
recapping such tires. Applied at the manufacturers’ level, a tax on 
such large tires and recap material has the virtue of administrative 
feasibility and ease of collection. 

The fourth component of our suggested user charge structure, a 
graduated annual permit fee schedule. If the C ongress does not see 
fit to enact a tax on large tires at a sufficiently high rate per pound to 
properly charge the heavy vehicles on a weight and mileage scale for 
their highway use and special requirements, another supplemental 
compone nt could appropriately take the form of a graduated scale of 
annual permit or license fees for the privilege of. operating on the 
highways, to be paid by vehicles in classes of 20,000 pounds maximum 
gross weight and over. The fees applied to e ach vehicle group can 
be adjusted—and this is important—to reflect on the average both 
weight and mileage differences from one group to another. 

Such fees, starting at 20,000 pounds of gross weight, would not apply 
to local pickup true cks or to ordinary farm trucks. In combination 

with a highway use tax on large tires, together with the basic or across- 
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the-board tax on motor fuels, a balanced and equitable structure of 
highway user charges would result. 

Then we demonstrate what this structure would look like by a model 
which is adjusted first to a tax on gasoline of 1 cent a gallon, and then 
to 3 cents a gallon, and you see there a demonstration on page 19, with 
a gasoline tax of 3 cents a gallon, which would assume that you might 
consider the present 2-cent tax, plus 1 additional cent. 

The rest of the structure would be as presented in the right-hand 
column on page 19, with a gas tax of 3 cents; diesel fuel, 414, the license 
fee structure as set forth there in the figures, a tax on large tires of 671% 
cents a pound, and an equivalent or balancing charge on camelback of 
$1.35 a pound. 

I should like to point out, also, that without the annual permit fee 
on the heavy vehicles, the rates of tax on large tires and camelback 
should be approximately double those indicated above in order to bring 
the payments and the charges upon the heavy vehicles in balance w ith 
the light vehicles on the basis of relative weights and mileages. 

Then, as to the yield, this model structure of user charges, when it 
is scaled to a 1-cent gas tax, for ease of demonstration, we estimate 
would yield in the fise: “al year 1957 approximately $600 million, derived 
as follows, and you see the figures there before you as to the 4 com- 
ponents. 

Over a 15-year period, and allowing for a 25-percent growth factor 
over that period, in the average annual yield the aggregate estimated 
revenues would amount to $11.25 billion. 

Then, going to a 3-cent gas tax, and adjusting all of the others in 
proportion, this user charge structure would yield an estimated $1.8 
billion in fiscal year 1957, of which more than half would come from 
the existing 2 cents a gallon on taxes on gasoline and diesel fuel, as 
shown below, and the figures, I think, speak for themselves as to what 
I meant when I said that more than half of it would come from the 
existing fuel taxes. 

Then allowing, as before, for a growth factor in the average annual 
vield over a 15-year period, 1957 through 1971, the aggregate estimated 
revenue collections would amount to nearly $34 billion. 

Such estimates, we think it necessary to point out, especially when 
projected ahead for 15 years, are very rough at best, as all such esti- 

mates are, and subject to unforeseeable conditions, but regardless of 
the uncertainties in estimating future revenues, we think it is very 
important that the taxes levied, the highway user charges levied, 
should be equitably related to each other to start with. 

If you find that the revenue estimates down the vears are proving 
not to be accurate, too high or too low, the rates can be adjusted, but T 
emphasize we think that the various parts of the user charge structure 
should be equitably related to each other at the beginning. 

As estimated, the total revenues are over $3 billion less than the 
total highway expenditures contemplated in the Fallon bill. This 
total Federal-aid highway program for the period 1957-69 would 
amount to $37.428 billion as a minimum, of which $36.472 billion would 
be provided by H. R. 8836 and $956 million has already been author- 
ized for 1957 by the Federal-Aid Highway Act of 1954 

Details as to these amounts are given in appendix D. Since rey 
enues from the existing fuel taxes for 1957 are being counted toward 
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financing the highway program, not only in our estimate, but in other 
estimates that have been before you, it is necessary to include the 
Federal expenditure authorizations for that year also, for otherwise 
there would be a projected deficiency in Federal revenues of nearly a 
billion dollars owing to this omission, because the revenues for 1957 
would, in effect, be counted twice. 

Of the total user charge revenues estimated at $1.8 billion for the 
year 1957, as stated above, the heavy commercial vehicles would pay 
approximately $600 million in fuel and tire taxes, and permit fees, or 
one-third of the total. 

Since there are about 1 million such vehicles that would pay the 
special charges, the average annual user payment per heavy vehicle 
would thus be approximately $600, with some paying more and some 
less, depending upon their weights and milelages. 

For the average heavy vehicle, the user charge would amount to 
less than 2 cents a vehicle-mile, compared with estimated savings of 
5 cents or more a vehicle-mile in operating on the improved highways 
which would be built under the contemplated Federal program. 

In closing, I want to emphasize the fact that these user charges 
on the heavy vehicles are not unfair or discriminatory. It is the 
fuel tax itself, or any similar across-the-board tax, that is grossly 
discriminatory against the millions of motorists and operators of 
other light vehicles. 

It is never pleasant to levy taxes, but here is an equitable and bal- 
anced combination of user charges to meet the costs of the program 
and the extraordinary road requirements of the heavy commercial 
vehicle operators who would so greatly benefit from the proposed 
improvements and therefore have the ability to pay justly for their 
share of the costs. 

That completes my statement, Mr. Chairman. I should like to 
ask that the appendix material be included in the record, also. 

The CuairmMan. Without objection, it will be included in the record 
along with your whole statement. 

(The statement and appendix material referred to follows:) 


STATEMENT By BuRTON N. BEHLING, ECONOMIST, ASSOCIATION OF AMERICAN 
RAILROADS ON H. R. 9075 


My name is Burton N. Behling, economist, Association of American Railroads. 
Representing this association, and also the American Short Line Railroad Asso- 
ciation, I am the only witness to appear for the entire railroad jndustry, which, 
incidentally, operates thousands of heavy trucks. 

The railroads appreciate this opportunity to appear before you, in response 
to the announcement of hearings by Chairman Cooper on February 6 inviting 
suggestions on other possible revenue sources than those referred to in H. R. 
9075, which, as I shall point out, fails to meet tests of equity and sound economy. 

Our interest in financing the highway program is twofold. In the first place, 
as taxpayers we believe it unsound to finance with general funds obtained from 
taxpayers as a whole, including the railroads, any part of a program to provide 
transportation facilities for a clearly identifiable segment of the public such 
as the users of highways. As the direct beneficiaries, highway users are the 
logical source of funds to meet whatever costs may be incurred. 

Our second interest stems from the fact that the public highways are facili- 
ties used for commercial transportation for private gain by our competitors. The 
preservation of equal competitive conditions for the sound functioning of the 
Nation's transportation system requires that each form bear the full economic 
costs attributable to it, for otherwise the scales are tilted in favor of that method 
which is permitted to escape some of its costs by imposing this burden on others. 
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Federal highway aid has grown from small beginnings originated 40 years ago. 
In considering further substantial enlargement of Federal aid, the time has come 
to put the financing of such outlays on a sound and definite basis that— 

1. Will not impair the fiscal outlook of the Federal Government. 

2. Will place the costs of Federal highway aid on highway users rather 
than general taxpayers. 

3. Will collect equitable payments from different classes of motor vehicle 
operators on the basis of their relative highway use and cost responsibilities. 


FEDERAL FISCAL POLICIES 


A multibillion dollar Federal highway program cannot be financed simply by 
reaching into the till of general funds, or by tapping prospective revenues from 
existing general tax sources. There seems now to be general agreement that 
additional Federal commitments for highway expenditures should be accom- 
panied, dollar for dollar, by definite provisions for additional revenues fully 
sufficient to cover additional expenditures as they are made. 

Any other course than a self-financing Federal highway program would have 
serious and far-reaching consequences on the fiscal policies of the Government. 
Draining general revenue sources for this purpose would upset for many years 
sound management of the national debt and opportunities for its eventual reduc- 
tion. Functions of the Government which can only be financed from general tax 
revenues would be constricted. Hopes for a downward revision of existing heavy 
burdens upon general taxpayers would be deferred indefinitely. 

Fortunately, these dilemmas of Federal fiscal policy can be easily avoided with 
a sound program for financing a Federal-aid highway program on a self-support- 
ing basis with properly scaled user charges. 


EXISTING FEDERAL EXCISE TAXES 


Up to now, the Federal Government has not levied any highway user charges to 
finance its highway expenditures. Although the Federal tax structure contains 
a varied assortment of selective excise taxes, certain of which are sometimes re- 
ferred to as automotive excise taxes, this committee knows that all of these 
excises have been levied by Congress from time to time as sources of general 
tax revenues. 

Suggestions have been advanced in recent years, however, that some or all 
of the so-called automotive excise taxes may be regarded as payments by high- 
way users and, in accordance with the “linkage” theory, associated with Fed- 
eral aids to highway construction. Contrary to such assertions, the fact is that 
Congress, although it could have done so, did not enact any of the existing auto- 
motive excise taxes as highway user charges or, by declaration or in any way, 
dedicate their proceeds for aid to highway construction. Whenever Congress 
has imposed taxes for special purposes and to finance particular programs it 
has been careful so to state. 

Attempts to accomplish linkage by loose association and without specific policy 
action by the Congress are unwarranted. Such claims upon general tax rev- 
enues in behalf of particular expenditure programs would have most serious 
implications with respect to sound tax and fiscal policies of the Government. 
If large portions of general tax revenues could be thus claimed and committed, 
in one direction after anofber, the Federal budget would be splintered into 
bits and effective management of the fiscal affairs of the Government would 
vanish. 

A further important consideration is that simple transference of the group 
of existing levies known as automotive excise taxes into user charges would 
not result in an equitable system of payments for highway use. The develop- 
ment of a system of Federal user charges requires a special approach and the 
adoption of particular measures designed to reflect highway use on the basis 
of weight and mileage factors. 

Separate reference to the existing Federal excise taxes on motor fuels is 
appropriate because these levies are jost often linked with Federal highway 
aid. At the present time it happens that highway-aid commitments of the 
Government under the 1954 act are not greatly different annually from the 
revenues derived from these fuel taxes. Moreover, a tax on motor fuels is 
regarded generally as the most practicable method of levying a basic high- 
Way user charge upon motor vehicles of all classes, provided that a fuel tax 
is supplemented by special user charges upon the large and heavy vehicles. 
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If, for these or other reasons, the Congress should decide to regard the exist- 
ing taxes on motor fuels as a means of financing in part a Federal highway pro- 
gram, certain important conditions should be observed : 

1. The existing Federal excises on motor fuels should not be transformed into 
user charges merely by implication. To avoid further confusion, the Congress 
should declare what revenues from the motor fuel taxes are to be considered as 
dedicated for highway financing. 

2. The existing tax on gasoline applies to all of its uses and highway users 
could have no proper claim upon the revenues produced from nonhighway use. 
Provision could be made for the exemption of nonhighway use or, in the alter- 
native, the tax on nonhighway use could be continued as an excise for general 
revenue purposes, as in the case of the other selective excise taxes. 

3. If the existing taxes on gasoline and diesel fuel, or any increases in such 
taxes, are considered to be highway user charges for the purpose of financing 
Federal aid to highways, the fact should be recognized that fuel taxes alone 
do not constitute equitable user charges properly measuring highway use and 
cost responsibility of the heavy, as distinguished from the light, motor vehicles. 
As I shall show later, supplemental graduated user charges upon the heavy 
vehicles are essential. 

4. None of the other automotive excise taxes (on the factory price of motor 
vehicles, on tires and tubes, on accessories and parts, or on lubricating oils) 
should be transformed into or counted as highway user charges for the purpose 
of financing a Federal highway program. To absorb them into a highway fi- 
nancing plan would require the resulting revenue gap to be closed in some other 
way. These automotive excise taxes should remain as part of the selective ex- 
cise tax structure of the Government until such time as conditions respecting 
Federal budgetary requirements may permit a comprehensive and balanced re- 
vision of the excise tax structure as a whole. 

A fuel tax is a suitable means of applying a general user charge to all types 
of motor vehicles only when accompanied by supplemental charges levied solely 
upon the large and heavy vehicles designed to correct the deficiency inherent in 
the fuel tax. This inherent deficiency would only be worsened by other across- 
the-board taxes such as the existing excises on vehicles, parts, tires, and lubri- 
rating oils. For the same reason, an equitable user charge system could not 
result from increasing the present rates on certain of these general excise taxes, 
as H. R. 9075 proposes. 

As to the Iubrieating oil tax in particular, it may be additionally noted that 
only about half of the revenues from it are attributable to highway vehicles. 


THE USER CHARGE PRINCIPLE 


The merit of financing highways on the basis of user charges does not rest only 
upon fiscal considerations, important as they are. As a basic principle it has 
come to be widely accepted that highway users should bear the costs of facilities 
provided for their needs. 

tepresenting the American Association of State Highway Officials at hearings 
before the House Committee on Public Works on July 12, 1955, the late Gen. 
Frank D. Merrill supported the sound principle that highways should be paid 
for by user charges properly scaled as between the light and heavy vehicles and, 
in particular, he proposed that an expanded program of Federal highway aid 
should be paid for in this way. General Merrill:said at page 1292 of those 
hearings: 

“We know that it is not easy nor pleasant for you to propose increased taxes 
that are required to pay for improved highways. Highways to accommodate 
modern demands cost money—lots of money. But the user of modern, conven- 
ient, and’ safe roads will agree that vour action is in the public interest and that 
he is realizing a net monetary gain from your action. 

“Tt is logical that the beneficiaries and users pay for the construction and 
eneration of the highway plant in proportion to the resnective demands placed 
upon it and, since highway taxes are really tolls paid for using a facility, any 
raise in taxes should attempt to charge the user in proportion to his use of the 
highway and in pronortien to the additional cost that might be required by his 
particular demands.” 

It may be well to point ont, in this connection, that user charges are not ordi- 
nary taxes levied to support the general functions of government and should 
not be confused with them. They are essentially different in purpose and re- 
quire different standards in their application. User charges are compensatory 
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payments specifically related to governmental expenditures for the benefit of 
those who pay the charges. 

In the present age of motor vehicle development, and with the adaptation of 
highway facilities to the particular requirements of motor vehicle operations, 
there is no longer justification for financing highways on any other basis than 
user charges. Then all who benefit from highways will help to pay for them, 
either in the costs of their highway use or in paying for the highway transpor 
tation purchased, directly or indirectly, from others. ‘This is the way it should 
be in our price and cost economy. 


HIGHWAY FINANCE IN THE STATES 


The States, which for many years have had the major responsibility for devel- 
oping methods of highway finance, from their experience have come to rely in- 
creasingly upon the user charge principle. They have found that this method is 
both sound and practical and that there is actually no other fair or workable 
alternative. Knowing that available general tax revenues must be reserved to 
support the many government functions that can only be paid for by general 
taxes, their reliance upon general tax revenues to finance highway expenditure 
programs has continually diminished. 

The States also have seen that proper application of the user charge principle 
for financing highway costs requires that all vehicles not be charged alike, or 
at uniform rates, but that graduated charges should be levied upon the large 
and heavy commercial vehicles. No State relies solely on a fuel tax or other 
across-the-board charges ; they all provide for graduated highway user charges 

In striving to achieve greater equity of highway user charges, the States have 
had to contend at every step with resistance from those who represent operators 
of heavy commercial vehicles, seeking to avoid just charges for their use of the 
public highways. The persistency of these avoidance efforts was effectively 
described in the report to the New York State Legislature in 1953 by its joint 
legislative committee on highways, canals, and revenues as follows (p. 11): 

“Inadequacy of highway systems all over the United States is due in part to 
a generally expanding traflic volume of passenger and commercial vehicles but 
the great need and pressing demand for extraordinary highways stem from the 
costly requirements of rapidly increasing numbers and mileage of heavy com- 
mercial vehicles. 

“Despite this, the highway transportation industry continues to avoid and 
even to deny its just responsibility in assuming its proportionate share of 
highway costs. This industry has consistently resisted nearly every conceivable 
type of highway taxation, although it hypothetically and piously continues to 
assert a willingness to pay increased taxes if they are ‘equitable.’ Almost in- 
variably this means some other tax than the one under consideration. The 
sole tax the industry has supported in any degree is the gas tax, since the major 
share of this tax would be paid by passenger cars and light vehicles, which 
therefore penalizes heavy vehicles the least.” 

In spite of such opposition all the States have made some progress toward 
the development of properly graduated highway user charges on heavy com- 
mercial vehicles, as distinguished from across-the-board charges. The Federal 
Government, if it is to embark upon the financing of a highway program of 
unprecedented magnitude, may well heed the problems encountered and the 
lessons learned by the States through hard experience. 


COST RESPONSIBILITIES OF HEAVY VEHICLES 


Use of the public highways by operators of heavy commercial vehicles is a 
large and growing business in all parts of the Nation, accounting for highway 
use and costs far greater than their mere numbers would indicate. Of the 62 
million motor vehicles now registered in the United States approximately 10 
million are designated as ‘‘trucks,” but of these less than 1 million are heavy 
over-the-road freight vehicles and combinations. 

Highway cost apportionments based upon the two principal use factors of 
vehicle weight and distance traveled are reasonable, regarded only as a measure 
of relative amounts of highway use. When further consideration is given to 
the extraordinary highway requirements of the large and heavy vehicles, which 
they alone should pay for, the justification at least for apportioning highway 
costs according to Weight and mileage is even more apparent. Thus, this method 
represents a practical approach to the assignment of special or incremental 
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highway costs for which the large and heavy vehicles should be held directly 
responsible. Since accumulating evidence indicates that the weight, size, and 
operating caarcteristics of the heavy vehicles may have an even greater effect 
in increasing highway costs than weight and mileage measures of use account 
for, this method of cost apportionment probably results in the minimum reason- 
able assignment of costs to such vehicles, rather than the full measure of their 
cost responsibility. 

The evidence is now so overwhelming that there can no longer be any real 
doubt or denial that the special requirements of the large and heavy vehicles 
add very substantially to the costs of constructing, rebuilding, and maintain- 
ing the Nation’s highways. That the evidence is “abundant and irrefutable,” to 
borrow the words of former Commissioner of Public Roads Thomas H. Mac- 
Donald, is generally agreed among highway authorities. Further verification 
has come from the road tests conducted in Maryland and Idaho, which have 
shown beyond question that the heavier the loads the greater the highway 
damage, and that to prevent damage from heavy loads much stronger and 
more costly highways must be provided than would be required for ordinary 
traffic. Results of the test road experiments are summarized in an attachment 
(see appendix A), which also contains statements of recognized highway au- 
thorities expressing concern as to the effects of large and heavy vehicles upon 
highway design, damage, and costs. 

Heavy over-the-road vehicles engaged in commercial highway transportation 
would be principal beneficiaries of the proposed Federal improvement of the 
Interstate System to the exceptionally high standards to be provided for these 
vehicles, pertaining to such features as the thickness and width of pavements, 
substructures and shoulders, the strength of bridges, and maximum grades, curva- 
tures, sight distances, and clearances. These special requirements have deter- 
mining influence upon highway engineering standards of design and 
construction, and taken all together they add tremendously to the costs of the 
contemplated Interstate System. It necessarily follows that, with any given 
expenditure, a lesser mileage of improved highways can be purchased than if 
highways were to be designed and built to accommodate only the smaller and 
lighter vehicles. 

The sound approach is to require the large and heavy vehicles to pay the 
costs of their extraordinary highway demands, unless they are willing to build, 
maintain, and pay taxes on their own rights-of-way. 

To allow continuing increases in legal limits of vehicle sizes and weights would 
further aggravate this problem of highway improvement and maintenance costs, 
would be a mandate to highway engineers to design still more costly highway 
facilities for the future, and would require ever-increasing funds to be raised 
and spent for highway programs. If the heavy commercial vehicles are required 
to pay adequately for their highway use and special demands, heavy trucking 
on the highways will continue to grow soundly in relation to its true place in the 
economy, but without artificial stimulation and an abnormal growth which would 
eall for more and more highway facilities and capacity to accommodate sucn 
traffic. 

With no proper restraints, we must expect tractor-drawn trailer trains of 
continuously growing size and length and weight, always outracing the best 
efforts of highway finance and engineering to provide the bigger and better and 
more costly highways demanded for this commercial use. 

This kind of spiral can only be prevented by requiring heavy truck operators 
to pay adequate highway-user charges commensurate with their cost responsi- 
bilities, and by imposing and enforcing proper limits upon the size and weight 
of commercial vehicles. The problem cannot be met if highway programs geared 
to heavy vehicle demands are continually financed with general tax revenues 
or by imposing disproportionate and unjust burdens upon private motorists and 
operators of other small vehicles. 

The absurdity of allowing the heavy trucking industry to have a virtually 
free ride on the public highways at the expense of others is made doubly clear 
when consideration is given to the operating economies they would realize from 
conducting their business on improved superhighways—savings which have been 
estimated at 5 cents or more a truck-mile and in the aggregate to over a billion 
dollars annually from operations on an improved Interstate System alone. From 
both standpoints—the costs of construction their vehicles demand and the 
operating economies they enjoy—the heavy trucking industry can and should 
pay its full and proper share of the costs of improving and maintaining highways. 
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Of course, the committee has in mind that the operators of commercial vehicles 
will actually be out of pocket only about one-half of the amount of excises they 
would pay under H. R. 9075. These excises would be expenses to the com- 
mercial-vehicle operator and consequently deductible for income-tax purposes. 
On the other hand, excise-tax payments by private motorists would be personal 
expenses and therefore not deductible from their income for Federal income-tax 
purposes. 

Incidentally, the railroads pay out substantially more of their total revenues 
in general taxes than do the commercial carriers by truck in both general taxes 
and user taxes. All kinds of tax payments by the truckers, which include their 
State highway user taxes and even the Federal excise taxes on gasoline and 
diesel fuel, amount to approximately 6.5 percent of their total operating reve- 
nues. In contrast, the total tax payments by the railroads take approximately 
11 percent of their total operating revenues. Even then the comparison is far 
from complete, for an additional 20 percent of the total railroad revenues goes to 
provide and maintain their own right-of-way, whereas the motor carriers in con- 
ducting their operations on the public highways, bear only such costs as are in- 
cluded in the taxes above referred to. 


THE FUEL TAX DEFICIENCY 


Although a tax on motor fuel has a proper place in a structure of highway 
user charges, it cannot by itself produce equitable results as between light and 
heavy vehicles, for while a heavy vehicle consumes more fuel per mile than a 
light vehicle, the heavy vehicle consumes far less fuel in relation to its weight 
and special demands upon highway facilities. The effect of a fuel tax alone 
is to burden private motorists and owners of other light vehicles with highway 
costs which the operators of large and heavy vehicles should but would not pay. 

For this reason every State has found it necessary to supplement its fuel tax 
with special graduated charges upon the heavy vehicles. Representative state- 
ments by highway finance authorities regarding the fuel-tax deficiency are 
cited in the attached appendix B. 

How extremely inadequate the fuel tax is in charging the heavy vehicles for 
their highway use and special requirements is demonstrated by comparing its 
effect upon an ordinary automobile and a typical heavy combination vehicle. 
For each gallon of gasoline it consumes, an automobile with a gross loaded 
weight of approximately 2 tons and obtaining 15 miles to the gallon, realizes 
about 30 ton-miles of highway use. In contrast, an over-the-road, 4-axle trac- 
tor-semitrailer combination, with a gross weight of 30 tons and moving about 
5 miles to the gallon gets approximately 150 ton-miles of highway use from a 
gallon of gasoline. 

The heavy vehicle on the basis of weight and mileage thus gets approximately 
5 times as much highway use as does the automobile or other light vehicle for 
each cent of fuel tax it pays. Stated otherwise, the heavy vehicle pays in fuel 
tax only about one-fifth of what it should pay on a proportionate scale. 

Per mile of highway use, the 30-ton vehicle should pay 15 times as much as 
the 2-ton automobile, but in fuel tax it would pay only about 3 times as much. 

The fuel tax deficiency is even more strikingly apparent when extended on 
the basis of annual volume of highway use, so as to reflect the much greater 
mileage accumulated in a year by the heavy vehicle. For the 2-ton automobile, 
operated an average of 10,000 miles a year, the annual highway use amounts to 
20,000 ton-miles. Contrast this with the highway use of a 30-ton freight ve- 
hicle operated 50,000 miles a year, or for a total of 1,500,000 ton-miles annually. 
Many over-the-road freight vehicles are operated much more than 50,000 miles 
a year. 

For these essentially different vehicles, therefore, the comparative annual 
highway use is as follows: 

Relative use 


Since the heavy vehicle obtains about 75 times as much annual highway use 
as the automobile, with properly differentiated highway user charges the heavy 
vehicle accordingly should pay in a year’s time at least 75 times as much as the 
ordinary light vehicle. 

By means of a fuel tax, however, the heavy vehicle’s annual payment would 
amount to only 15 times as much as that paid by the automobile, or one-fifth of 
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its proportionate share. Assuming for simplicity a gasoline tax rate of 1 cent 
a gallon, an automobile would pay approximately $6.67 a year: 

10,000 miles, at 15 miles to a gallon equals 667 gallons. 

667 gallons times 1 cent a gallon equals $6.67 

As shown above, on a basis of equality with weight and mileage differences 
considered, a 30-ton highway vehicle operated 50,000 miles a year should pay at 
least 75 times $6.67, or $500 annually. But this heavy vehicle through a gas 
tax at 1 cent a gallon would pay only about $100 a year, or one-fifth of the 
user payment required to equate with the gasoline tax paid on an automobile: 

50,000 miles, at 5 miles to a gallon equals 10,000 gallons. 

10,000 gallons times 1 cent a gallon equals $100. 

The fuel tax deficiency of $400 should be collected from the heavy vehicle by 
some kind of supplemental user charge or charges levied only upon this class 
of vehicle. This illustration, of course, indicates the comparative highway use 
responsibility and payment only with reference to a gasoline tax at the rate 
of 1 cent a gallon. But it does serve to show that on a proportionate scale the 
additional charges to be collected from heavy vehicles, over and above their 
payments of fuel tax, should be very substantial in order that motorists shall 
not be made to pay highway costs that the large and heavy vehicles should pay. 
Nominal or token special charges on such vehicles would not overcome the ex- 
treme deficiency of a fuel tax and would merely convey an illusion of equity. 

Citing comparative figures as to annual payments, the trucking industry on 
many occasions has pointed out the obvious fact that a heavy vehicle does pay 
more than an automobile or other light vehicle, by means of a fuel tax or other 
general user charges having a similar effect. In this way an impression is 
sought to be given that, since a heavy vehicle does pay 8, or 10, or 15 times more 
than the automobile according to the particular figures cited, the heavy vehicle 
must be paying enough, regardless of any actual standard for determining the 
relative user charge responsibility of the two types of vehicles. As shown above, 
considering the enormous mileages and weights of the heavy vehicles and their 
special highway requirements, they should pay many times more than the ordi- 
nary vehicle, not merely a few times more. 

Thus, whether comparisons are made per mile, or per ton-mile, or in annual 
total, the user charges paid by a heavy commercial vehicle should bear a con- 
sistent and equitable relationship to those paid by an automobile or similar 
light vehicle. We should not be confused by misleading figures regarding taxes 
paid on heavy vehicles. For the heavy truckers merely to cite their total tax 
payments, without reference to their use of and extraordinary demands upon 
highway facilities, can have no other purpose than to mislead those, such as 
this committee, who bear the responsibility of placing fair and proper user 
charges upon the operators of such vehicles. 

The foregoing comparisons also reveal the fallacy in applying additional 
“across-the-board” charges to all vehicles. Such charges cannot offset the 
inherent deficiency of the fuel tax, but would only compound that deficiency in 
another way. Rather than multiplying inequities with additional levies across- 
the-board, the need is to balance the fuel tax deficiency with special, graduated- 
user charges applied to the large and heavy vehicles only. 

The fallacy of imposing additional highway user charges across-the-board is 
further shown by considering the effect of a tire tax levied at a uniform rate 
per pound on all tire sizes and for all classes of highway vehicles. This type 
of levy is contained in H. R. 9075 at the rate of 8 cents a pound. Per unit of 
highway use as measured by vehicle weight and mileage, such a tax would have 
an automobile pay more than three times as much as a heavy truck combina- 
tion. Although the heavy vehicle has more and larger tires, its rubber consump- 
tion, and therefore its tax payment, is much less per unit of highway use. The 
details of this comparison are shown by the tabulation in appendix C. 

A general ad valorem tax on the factory price of motor vehicles also is grossly 
inadequate as a means of payment for highway use by the heavy vehicles. The 
current factory price of a heavy-duty trucking combination, consisting of a 
8-axle tractor unit powered by diesel fuel and with a dual-axle semitrailer, is 
about $20,000. Comparing this with a factory price of about $2,000 for a popu- 
lar-type automobile, the heavy rig would pay only 10 times as much as the 
automobile in ad valorem tax with a uniform percentage rate. As a fair measure 
of relative highway use by light and heavy vehicles, the ad valorem tax is thus 
even more inferior than a fuel tax, under which, as demonstrated above, a 
heavy vehicle would pay annually (and likewise over a period of years) about 
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15 times as much as an automobile. Obviously, the recognized discriminatory 
effects of a fuel tax in overburdening motorists cannot be offset by another 
kind of across-the-board charge which is still more favorable to the heavy 
vehicles. 


THE DIFFERENTIAL ON DIESEL FUEL 


A special problem is presented with respect to the taxation of diesel fuel 
as a highway user charge. To an increasing extent in all sections of the country, 
heavy vehicles operated on the highways are powered with diesel] fuel rather 
than gasoline. The Automobile Manufacturers Association in its Motortruck 
facts estimates that in 1946 there were registered 12,773 heavy trucks powered 
with diesel and special fuels, and in 1954 a total of 80,902 such vehicles, or 
more than a sixfold increase in 8 years. 

The essential fact in relation to equitable user charges is that diesel-powered 
vehicles obtain substantially more miles per gallon of fuel than do similar gaso- 
line-powered vehicles. This being so, the same rate of tax applied to both fuels 
cannot be a proper or uniform yardstick of highway use. To adjust for this 
inequality, the rate of tax on diesel fuel consumed in highway vehicles should 
be sufficiently higher than on gasoline to equalize the user payment per mile of 
highway operation. 

It has been contended that a differentially higher rate on diesel fuel amounts 
to a discrimination. This is not so. Actually, just the reverse is true. At 
equal rates of tax for highway use, the diesel-powered vehicle is favored and 
the gasoline-powered vehicle is penalized. Considering the greater mileage per 
gallon obtained with cheaper diesel fuel, it is equal rates that are discrimina- 
tory. Properly adjusted differential rates are not discriminatory but are re- 
quired for true equality of treatment on a highway mileage basis. The com- 
parative overall efficiency and economy of diesel-powered versus gasoline- pow- 
ered vehicles is not involved in this matter of parity of highway user charges. 

Numerous studies and reports, including those referred to in appendix B, 
concerning the comparative mileage economy of the two fuels have concluded 
that, as a measure of highway use, the rate of tax on diesel fuel should be at 
least 50 percent greater than the tax rate on gasoline. Thus, if the gas tax 
rate is 1 cents the diesel fuel rate should be 50 percent greater, or 1.5 cents; if 
the gas tax rate is 3 cents the equalizing rate on diesel fuel would be at least 
4.5 cents, and so on. 

Certain States (California, Iowa, Kansas, Mississippi, Montana, New York, 
and Texas) have already enacted differential rates on diesel fuel for highway 
use, while some other States have imposed higher user charges on diesel-powered 
highway vehicles by means of differential registration fees or mileage taxes 
(Massachusetts, Oregon, Texas, Vermont, Washington, and Wyoming). 

The basis for a differentially higher tax rate cn highway diesel fuel than on 
gasoline, of at least 50 percent, is unquestionably justified and should be reflected 
in any highway user charge structure enacted by the Congress to finance a 
Federal-highway program. 


A FINANCIAL PLAN FOR FEDERAL HIGHWAY AID 


To sum up, we believe that the essential requirements of a sound and equi- 
table plan of financing highways, requirements not met in the proposed tax bill 
now before you, are these: 

1. Means of financing a Federal highway program should not, by draining 
off general funds, disrupt sound fiscal policies and objectives of the Government 
with respect to maintenance of a balanced budget, reduction of the national debt, 
opportunities for prudent relief from existing heavy burdens upon general tax- 
payers, or proper support of other necessary Government functions which can 
only be financed with general tax revenues. 

2. An equitable highway-user charge structure must include, in addition to 
fuel taxes, graduated supplemental charges on the large and heavy commercial 
vehicles commensurate with their highway use and with the costs of their 
extraordinary road requirements. Placing excessive burdens upon private 
motorists and other light vehicles for the advantage of heavy trucking would 
not be economically sound or fair, nor would it be likely to win popular approva! 

3. Except for the gas tax, there should be no across-the-board charge levied 
upon all types of highway vehicles. The inherent deficiency of a fuel tax in 
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undercharging heavy vehicles and overburdening light vehicles cannot be offset 
with other across-the-board taxes having similar discriminatory effects. 

Conforming with these requirements, we suggest for your consideration a 
4-part structure of Federal highway-user charges composed of the following 
elements: 

1. Gasoline tax—A gasoline tax is the most feasible method of levying a 
basic user charge upon motor vehicles of all types, but is equitable only if applied 
in conjunction with special graduated charges upon heavy vehicles. Regarded as 
a user charge, a gasoline tax should apply only to that used as highway motor 
fuel. But if the tax is applied to all gasoline, the revenues obtained from non- 
highway use should not be counted as funds available for highway financing. 
The alternatives are to exempt nonhighway use or to consider the levy upon 
nonhighway users as an excise tax for general budgetary needs. 

2. Highway diesel fuel tar.—Because increasing numbers of heavy conimer- 
cial vehicles are powered with diese] fuel, this tax is a necessary counterpart of 
the gasoline tax. Moreover, since diesel-powered vehicles obtain at least 50 
percent more miles per gallon than gasoline-powered vehicles of the same class, 
mile-for-mile equality of charging for highway use requires that the rate of tax 
on such diesel fuel be at least 50 percent higher than the rate on gasoline. For 
each cent of gasoline tax, the rate on diesel fuel for highway use should be at 
least 1.5 cents, to put these 2 use taxes at parity. 

3. Tax on large tires—The specific purpose of an exclusive tax on large tires 
used on heavy trucks and buses is to offset, at least in part, the inadequate pay- 
ments of such vehicles by means of a fuel tax. Such a tax, limited to tires of 
size 9.00-20 and larger, has the necessary characteristics of a supplemental 
user charge reflecting the size, weight and mileage of the heavy commercial 
vehicles. There should also be an equivalent tax on camelback material for 
recapping such tires. Applied at the manufacturers’ level, a tax on such large 
tires and recap material has the virtue of administrative feasibility and ease of 
collection. 

4. Graduated annual permit fees.—If the Congress does not see fit to enact 
a tax on large tires at a sufficiently high rate per pound to properly charge the 
heavy vehicles on a weight and mileage scale for their highway use and special 
requirements, another supplemental component could appropriately take the form 
of a graduated scale of annual permit or license fees for the privilege of operat- 
ing on the highways, to be paid by vehicles in classes of 20,000 pounds maximum 
gross weight and over. The fees applied to each vehicles group can be adjusted 
to reflect on the average both weight and mileage differences from one group 
to another. Such fees, starting at 20,000 pounds of gross weight, would not 
apply to local pickup trucks or to ordinary farm trucks. In combination with 
a highway-use tax on large tires, together with the basic or across-the-board 
tax on motor fuels, a balanced and equitable structure of highway-user charges 
would result. 


MODEL ADJUSTED TO TAX ON GASOLINE 


To show how the parts of this user charge structure relate to each other, on the 
basis of weight and mileage factors, the following model is presented with the 
several components adjusted to a tax on gasoline at the rate of 1 cent a gallon 
and also to 3 cents a gallon, assuming in the latter instance that Congress may 
decide to dedicate for highways the present 2-cent gas tax and to levy 1 addi- 
tional cent: 


1. Gasoline tax, per gallons (cents) 
2. Diesel fuel tax, per gallons (cents) : 4.5 
3. Graduated annual license fees on heavy vehicles of 20,000 
pounds maximum gross weight and over: 
20,000 to 29,999 pounds____--_-__- a a a a ‘ 7D 
30,000 to 5 180 
BEE TY 9 SS OI aki cctecensssapieplick bce wtekien do erences e 315 
SORE RIRID ; GO. SORTED III case scica end dnc eases eiahaebaiiatenl i 450 
ot ME SEO LT AS LET LADLE 600 
70,000 pounds and over 750 
4. Tax on large tires, size 9.00-20 and over, per pound (cents) —- 2 67.5 
Supplemented by a tax on retread material for such tires at an 
equivalent rate per pound (cents) 1385 


Without the annual permit fees on the heavy vehicles, the rates of tax on large 
tires and camelback should be approximately double those indicated above. 
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The yield from this model structure of user charges, as scaled to a 1-cent 
gasoline tax, is estimated for the fiscal year 1957 at approximately $600 million, 
derived as follows: 

Villions 
CRORES Thi itis hcl. Gene eininbtawineneeaeniits $455 
Ea I ai oa sass arin oe ee eka Re einion soil aiedadenmioas 20 
Supplemental charges on heavy vehicles: 
Rn SURE) as cen eeeseeatiedainanines 


Se re I, I Calista tener err icceeataentirintnisintieaiis 55 


Total 


Over a 15-year period, allowing for a 25-percent-growth factor over the period in 
the averave annual yield, the aggregate estimated revenues would amount to 
$11.25 billion. 

As adjusted to a 3-cent gasoline tax, this user-charge structure would yield an 
estimated $1.8 billion in fiscal 1957, of which more than half would come from 
the existing 2 cents a gallon taxes on gasoline and diesel fuel, as shown below : 


{In millions] 


| Present Total 
| 


$910 $1, 365 
ek rere i anes ot 27 60 
Supplemental charges on heavy vehicles: 

Graduated permit fees - 

Large tire and camelback tax 


SO Jace 


Gashh COS 25 << ono cc nnnn-sencnnncnseecenenenesntenconesse= | 


210 
165 


1, 800 








Allowing as before for a growth factor in the average annual yield, over a 
15-year period (1957-71) the aggregate estimated revenue collections would 
amount to $33.75 billion. Such estimates, especially when projected ahead for 
15 years, are very rough at best and subject to unforeseeable conditions. But 
regardless of the uncertainties in estimating future revenues, it is important 
that the taxes levied should be equitably related to start with. 

As estimated, the total revenues are $3.68 billion less than the Federal highway 
expenditures contemplated in H. R. 8836. This total Federal-aid highway pro- 
gram for the period 1957-69 would amount to $37.428 billion as a minimum, of 
which $36.472 billion would be provided by H. R. 8836 and $956 million has 
already been authorized for 1957 by the Federal-Aid Highway Act of 1954. 
Details as to these amounts are given in appendix D. Since revenues from the 
existing fuel taxes for 1957 are being counted toward financing the highway 
program, it is necessary to include the Federal expenditure authorizations for 
that year also, for otherwise there would be a projected deficiency in Federal 
revenues of nearly a billion dollars owing to this omission. 

Of the total user-charge revenues estimated at $1.8 billion for the vear 1957, 
as stated above, the heavy commercial vehicles would pay approximately £600 
million in fuel and tire taxes-and permit fees, or one-third of the total. Since 
there are about 1 million such vehicles that would pay the special charges, the 
average annual user payment per heavy vehicle would thus be approximately 
$600, with some paying more and some less depending upon their weights and 
mileages. For the average heavy vehicle the user charge would amount to less 
than 2 cents a vehicle-mile, compared with estimated savings of 5 cents or more 
a vehicle mile in operating on the improved highways which would be built 
under the contemplated Federal program. 

In closing I want to emphasize the fact that these user charges on the heavy 
vehicles are not unfair or discriminatory. It is the fuel tax itself, or any similar 
across-the-board tax, that is grossly discriminatory against the millions of motor- 
ists and operators of other light vehicles. It is never a pleasant duty to levy 
taxes, but here is an equitable and balanced combination of user charges to 
meet the costs of the program and the extraordinary road requirements of the 
heavy commercial vehicle operators who would so greatly benefit from the pro- 
posed improvements and therefore have the ability to pay justly for their 
share of the costs. 
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APPENDIx A 


THE EXTRAORDINARY ROAD REQUIREMENTS OF LARGE AND HEAvy VEHICLES 


Highway authorities are in unanimous agreement that the presence of large 
and heavy vehicles in the traffic stream, especially in the large numbers occurring 
on highways today, requires that highways have greater load-bearing capacity, 
wider lanes, and more lanes, and that they be straighter and have more moderate 
grades than highways built for passenger cars and small trucks. New highways 
to be constructed under any expanded highway program will have these char- 
acteristics built into them solely for the benefit of heavy trucks. Not only do 
heavy trucks require more costly new highways, they also hasten the wearing- 
out-process and functional obsolescence of existing roads. According to com- 
petent highway authorities, large trucks alone account for a substantial part of 
the cost of highways, whether the cost be measured by expenditures for super 
roads or in terms of damage to and reduced usefulness of existing roads. 

The existence of such special requirements has been known for many years, 
as evidenced in numerous technical studies and investigations pertaining to 
highway design, damage, and cost responsibilities. Continuing studies in more 
recent years have revealed more fully the nature and extent of the special high- 
way requirements of large and heavy vehicles and their effects upon highway de- 
sign and costs. 

The New York State Joint Legislative Committee on Highways, Canals, and 
Revenues placed the blame for highway inadequacy throughout the Nation 
largely upon heavy trucks. In its report for 1953, the committee said: 

“Inadequacy of highway systems all over the United States is due in part toa 
generally expanding traffic volume of passenger and commercial vehicles but the 
great heed and present demand for extraordinary highways stem from the costly 
requirements of rapidly increasing numbers and mileage of heavy commercial 
vehicles.” ? 

The committee followed up and expanded upon that subject in its report for 
1954, saying: 

“Not only are our highway facilities dwarfed by the numerical growth of 
vehicles but the evolution of their use-characteristics in the past decade-and-a- 
half has been even more startling. A trend toward the increased use of heavy 
vehicles indicates a rise in some of the heaviest classifications of three and four 
hundred percent in a 10-year period. Traffic problems arising from congestion 
and changing economic conditions have created an insatiable competitive neces- 
sity for larger, more powerful vehicles permitting greater payloads and im- 
proved automotive engineering has made their production possible. Germane to 
this development has been the necessity for roads designed to accommodate such 
vehicles. Roads totally adequate for the passenger car and relatively light com- 
mercial vehicles of yesteryear quickly became obsolete as the demands increased 
for extraordinary highway facilities that were flatter, wider, thicker, and 
straighter. Further, these roads cost up to 1400 percent more in highway con- 
struction dollars while inflation has shrunk purchasing power to the extent that 
it now requires $240 to equal what $100 bought in 1940.” * 


EXCESSIVE HIGHWAY SPACE REQUIREMENTS OF LARGE VEHICLES 


Aside from the damage they inflict upon the pavement, discussed later herein, 
oversize and cumbersome freight vehicles have largely created the problem of 
traffic congestion and inadequate highway capacity. In many circumstances, 
a two-lane highway may fully suffice for passenger and light delivery and farm 
vehicles and may still be adequate if used occasionally by a few large trucks. 
The addition of increasing numbers of large trucks not only increases the total 
vehicles on the highway, but multiplies the demands for space out of all pro- 
portion to the greater number. 

These excessive space requirements and operating characteristics of large 
and heavy vehicles were stressed by Thomas H. MacDonald, former United States 
Commissioner of Public Roads, in testimony before a Senate subecommitte in 
1950, as follows: 

“Because of their dimensions of height and width and length, which are gen- 
erally greater than the dimensions of passenger automobiles, and because of 


1 Report of the New York State Joint Legislative Committee on Highways, Canals and 
Revennes, 19538. p. 11. 

2 Report of the New York State Joint Legislative Committee on Highaws, Canals and 
Revenues, 1954, Legislative Document No. 54, p. 16. 
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their generally slower speed of operation especially on hills, motortrucks and 
truck combinations have a particular effect upon the geometric dimensions that 
must be provided in the design of highways.” * 


VERTICAL CLEARANCE 


Vertical clearance is becoming an increasingly important item of expenses as 
more and more limited access roads with separated crossings and interchanges, 
particularly urban expressways in highly developed areas, are constructed, 
The heights of large trucks govern the clearances which must be provided at 
separated crossings, bridges, and tunnels. The placement of overhead signs 
and wires is also determined by height of vehicles. While passenger cars are 
hardly more than 5 feet in height, large trucks as high at 1344 feet are oper- 
ated in some States. 


WIDTH REQUIREMENTS 


Since trucks are wider than passenger cars they obviously require greater 
widths of pavement. Their lengths and offtracking characteristics also increase 
width requirements. Robert M. Reindollar, president of the American Road- 
builders’ Association, testified before a House subcommittee to the need for 
extra widths of lanes to accommodate trucks with safety, saying: 

“* * * Tf you had an ordinary passenger car you have a width of maneuver 
ability for safety in passing on a 10-foot slab. When you intermingle truck, 
bus, and passenger cars you immediately have to provide for a 12-foot slab.” * 


OPERATING CHARACTERISTICS 


The greater space requirements are brought about not only by the height, 
width, and length of trucks but also by their operating characteristics. They 
are much slower on the upgrade, often faster on the downgrade, and they 
require greater distance to stop. In order that congestion resulting from these 
operating characteristics may be minimized, modern highways must have grades 
more moderate than those required by passenger cars. Mr. Reindollar, testified 
that— 

“* * * you can operate a passenger car with a high-powered motor such as 
you have today, over a 6, or 7, or 8 percent grade, and it will maintain its 
speed. But in order to make for economical truck transportation you reduce 
your grades to 3 percent, so they can get maximum haul from the horsepower 
of their engine withgut going into second or lower gears.” ® 

Obtaining such gentle grades is costly because of the large amount of cut- 
ting and filling required and because the route must be selected with grade 
reduction in mind. 

Hven under good conditions large trucks hold up traffic behind them. Mr. 
MacDonald, in his testimony to the Senate subcommittee, pointed out that 

“In level terrain 1 truck is equivalent, in a capacity sense, to 2 passenger cars 
on a multilane highway and to 2% passenger cars on a 2-lane highway; in 
rolling terrain 1 truck on a multilane highway is equivalent to 4 passenger cars, 
and ona 2-lane highway to 5 passenger cars.’’ ° 

His data also confirmed the common experience of motorists that, in hilly 
terrain, heavy trucks absorb even greater amounts of highway capacity. 

In addition to being an important factor of Lighway cost, these extraordinary 
requirements are not only the source of much congestion and inconvenience 
to the motoring public, they are also a definite factor contributing to highway 
risk and accident. 

Large expenditures are made to cut the crests of hills and to remove obstacles 
to clear vision along highways. But the benefit and purpose of such expendi- 
tures is greatly reduced, if not entirely destroyed, by the existence of mammoth 
trucks in the traflic stream which are even greater obstacles to clear vision. An 
automobile driver cannot have a clear sight distance when he stares at the 
rear end of a truck 8 feet wide, and he risks the danger of collision with 
oncoming vehicles each time he ventures to look around it. 


3 Hearings before the Subcommittee on Domestice Land and Water Transportation 
the Committee on Interstate and Foreign Commerce, U. S. Senate, 81st Cong., 2d sess., 
pursuant to S. Res. 50, p. 959. 

‘Hearings before the Subcommittee on Roads of the Committee on Public Works, House 
of Representatives, 83d Cong., 1st sess., 1953, pt. 2, p. 573. 

° Ibid., p. 573. 

®* Op. cit., Senate hearings, p. 965. 
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HIGHWAY DAMAGE BY HEAVY FREIGHT VEHICLES 


Expanded use of large over-the-road highway freighters has done more than 
to render highway facilities unsafe and inadequate from the standpoint of 
capacity. It is now substantiated fact that the large vehicles have greatly 
accelerated the wearing out process of the highway plant. The weight of expert 
opinion plus carefully controlled scientifie tests such as the Maryland and Idaho 
road tests, indicate that the heavier vehicles, especially when their use of the 
highway is frequent, definitely contribute to the early failure of highway struc- 
tures out of all proportion to the life expectancies of such highways under reason- 
able conditions ot use. 

Damage resulting from the frequent application of heavy axleloads may be ob- 
served in the form of cracks in concrete slabs and depressed or broken slabs at 
joints. On bituminous surfaces, heavy-load damage is indicated by ruts, corru- 
gation, and potholes, as well as by breaks in the surface. That heavy trucks are 
responsible for such damage was indicated by Francis V. du Pont, Commissioner 
of the Bureau of Public Roads in 1953. Mr. du Pont told a congressional sub- 
committee studying the Nation’s highways: 

“The usual observation that damage of the kinds described occurs principally 
in the outer lanes of four-lane highways where most of the heavier vehicles 
travel and is present in much less degree in the inner lanes, used in greater fre- 
quency by lighter vehicles, gives partial evidence of the heavier axieloading as 
the cause. Similar evidence’ is found on many two-lane roads on which damage 
of the lane used by loaded trucks moving in one direction is observed to be greater 
than that occurring in the lane of opposite direction used by the same or similar 
trucks returning empty.” * 

Equally significant are the following unqualified conclusions expressed by Mr. 
MacDonald in 1949 :° 

“Specifically, we are overloading our highways in their traffic volume capacity 
and in their structural capacity * * * the results are so costly both to individ- 
uals and to the public, that they total a disgraceful and extravagant waste in the 
Nation’s true economy.” 

In the same statement, Mr. MacDonald issued this warning: 

“* * * With the marked increase in heavy loads since the end of the war, the 
damage has become even mure alarming. 

“Damage has occurred on all types of high-type pavements. Bituminous pave- 
ments are made rough and rutted. Excessive pressures shove and knead the 
surface out of shape. Concrete pavements are subjected to pumping at joints, 
followed by rapid deterioration of the whole surface. * * * 

“There is conclusive evidence that this damage is caused by heavy wheel 
loads. * * * This matter has been the subject of serious study by practically 
every highway research agency, and they all reach the same conclusion—the 
damage occurs only on pavements subjected to frequent heavy wheel loads and 
particularly overloads. * * *” 

Samuel C, Hadden, chairman of the State Highway Commission of Indiana, 
said: 

“A greatly augmented and still increasing number of heavy trucks and trailers, 
operating for long distances at high speeds, is destroying our roads faster than 
we can find the money with which to replace them.” * 

Charles M. Ziegler, commissioner, Michigan State Highway Commission, testi- 
fying to a House subcommittee said: 
































































































































































7A case in point was described by Roy W. Cox, director, State Highway Commission 
of Kansas in Looking at a Highway Problem, January 1951: “United States Highway 81 
between Salina and McPherson, bui't in 1935, of concrete slab, is a favorite north and 
south route for certain heavy trucks. It carries a large volume of ‘tanker’ (petroleum 
products) traffic. 

“Emptv southbound tractor trucks and semitrailers travel this road headed for the 
refinery at McPherson and points south. There they get their cargo and then return 
northbound heavily loaded. 

“The feet that joint displacement is occurring predominantly on the north bound traffic 
side of the highway is incontestable proof that traffic. not the weather or soil, is the 
main cause for early deterioration of this stretch of fine bighway.” 

8 Nationol Highway Study. hearings before the Subcommittee on Roads of the Committee 
on Public Works, House of Representatives, 83d Cong. Ist sess., p. 59. 

® Address to the American Road Builders Association, Washington, D. C. 
1949. 


1 An address before the Midwestern Regional Conference of the Council of State Gov 
ernments, at Davenport, Iowa, July 26, 1949. 
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“The great increase in traffic, and especially the 85 percent increase in truck 
traffic is pounding our highways to pieces, and that has caused annual deprecia- 
tion to rise sharply.” ™ 

This damage, it should be noted, is inflicted by heavy loads which are within 
the legal limits set by State statutes as well as by loads which exceed the legal 
limits. Statutes of 33 States limit the load on a single axle to 18,000 pounds. 
The other States permit heavier loading. Suffering most are the thousands of 
miles of existing highways not constructed for even the legal loads. ‘The follow- 
ing quotation is from an article which appeared in Engineering News-Record, 
April 6, 1950, reporting a recommendation by Oregon’s State highway engineer, 
Rk. H. Baldock, that one-fourth of that State’s budget for new roads be diverted 
to repair heavy traffic damage: 

“Not built for the heavy traffic now using them, the State’s roads are de- 
teriorating rapidly, particularly during the past 2 years. * * * Baldock reported 
that today’s frequency of heavy loads, even those under statutory weight limits, 
is a major cause of highway deterioration.” 

The California Division of Highways also found that highways are being 
damaged by legal loads: 

“In the postwar period of 1947-53, the average gross weight of commercial 
vehicles (including loads) on State highways has increased 18 percent and the 
percentage of axles carrying the heavier loads between 12,000 and 18,000 pounds 
has increased from 14 to 25 percent. In the same period, the average volume of 
commercial traffic has increased 40 percent. These increases in axle loading 
within the present law are rendering cbsolete the thousands of miles of older 
highways not designed for such heavy loading.” ” 

Damage by loads within the legal limits is not restricted to the older roads; 
the evidence indicates that modern highways are also damaged by axle weights 
of 18,000 pounds and less. The Bureau of Public Roads is the authority for the 
statement: 

“From widely distributed observations the conclusion has been reached that 
detrimental pumping is generally associated with a substantial frequency of axle 
loading in excess of 14,000 pounds.” * 

The pumping at highway joints so frequently referred to is the forceful ejec- 
tion of water from the soil and subgrade of a pavement by the repeated passage 
of heavy wheel loads. Continued pumping gradually removes the subgrade and 
eventually causes the pavements to crack and break. 

Years ago it was the opinion of many highway engineering authorities that 
weather conditions rather than the requirements of heavy vehicles were primarily 
responsible for road damage. The heavy trucking industry still persists in up- 
holding this early view, while ignoring or attempting to confuse the ever-mount- 
ing evidence cf more recent years which has demonstrated the destructive effects 
of heavy loads upon the highways. Thus, the trucking industry, quotes Mr. 
MacDonald, for many years, United States Commissioner of Public Roads, as 
saying: 

“We would not build roads much less than 7 inches at the edge and 6 inches 
in the center, no matter what kind of loads we were going to carry. 

“If we built thinner surfaces they would curl up like tissue paper in the rays 
of the sun. They would warp; the frost heave would destroy them. 

“So we have a certain minimum thickness of roads that it is necessary to build 
if there were nothing heavier than the ordinary passenger cars and farm trucks 
to use the roads, and the whole question of the heavier buses and heavier trucks 
therefore begins with a certain minimum thickness of road which is necessary 
regardless of whether they exist or not.” 

That was what Mr. MacDonald said in 1931, almost a quarter of a century 
ago, when the heavy trucks and combinations of today were seldom encountered. 
What the operators of heavy highway freight vehicles do not point out is that 


"Hearings on Federal-Aid Highway Act of 1952, Subcommittee on Roads of the Com 
mittee on Public Works, House of Representatives, §2d Cong., 2d sess., February 6, 195 


2“California Highways and Public Works.” January—February 1955, p. &, « 
conclusions from report submitted by the division of highways to the legislature in 
accordance with California State Senate Resolution No. 28, 1954, first extraordinary 


session. 


ontained 


SBPR. Highway Needs of the National Defense, H. Doe. No. 249, 81st Cong., Ist 
sess., p. 109. 
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in 1950, with the vastly greater experience and information acquired during his 
long career as head of the Bureau of Public Roads, Mr. MacDonald had this to 
say about his 1931 views as to the effect of weight on the highways: 

“In 1931 such excessive loads were occurring on no more than eight axles in 
each thousand trucks. Today, as previously stated, there are about 86 such 
excessive loads for each thousand vehicles; and, truck traffic volumes having 
increased about threefold in the interval, the increase in frequency of excessive 
loading has been of the order of 8 to 250, or over thirtyfold. In view of this 
increase of loading above the general design limits, the probability that traffic 
loads are today an important factor in the causation of road damage is at least 
as great as the probability that they were a minor factor in 1951. And the 
probability of present road damage is confirmed as an actuality by the widespread 
and numerous reports of such damage. 


“The evidence of serious road damage caused by excessively heavy axle loads 
is now abundant and irrefutable.” ™ 


TEST ROAD PROJECTS WITH CONTROLLED TRUCK LOADS 


Since 1940 the size and number of heavy commercial trucks and truck com- 
binations with tandem axles” have increased as a result of the greater gross 
vehicle weights allowed by most States. In 1955 alone 16 State legislatures 
passed acts to permit operation of trucks which are either largér or heavier, 
or both, than were previously permitted on the highways. 

The AASHO policy recommends 32,000 pounds as the maximum combined 
load of the 2 axles in tandem. At present 4 States have limits lower than 
32,000 pounds, 26 States have the 32,000-pound limit, and 18 States and the 
District of Columbia permit loads greater than 32,000 pounds. Several States 
have limits as high as 40,000 pounds, and a few do not specify any limit. 

Highway engineers, alarmed at the damage being done to pavements by heavy 
vehicles, decided upon a course of action. In conjunction with the Highway 
Research Board, they have conducted two test road projects and are planning a 
third. The first test, made at La Plata, Md., was reported in October 1952,% 


and the second, the Idaho or WASHO (Western Association of State Highway 
Officials) test in October 1955.” 


MARYLAND TEST ROAD 


The Maryland test was made on a portland cement concrete pavement. The 
test was conducted by the Highway Research Board for 11 State highway 
departments and the United States Bureau of Public Roads and was participated 
in by truck manufacturers, trucking interests, and the petroleum industry. 
All parties to the test agreed in advance that the road selected for test purposes 
was typical of an “extensive mileage of concrete pavement * * * in this country.” 
Over this typical pavement, on a pair of identical parallel lanes, trucks were 
operated with maximum loads of 18,000 pounds and 22,400 pounds on single axles. 
On another pair of identical lanes trucks were operated with axle loads of 32,000 
pounds and 44,800 pounds on tandem axles. “Differences in physical damage” 
upon the pavement which the report stated were “directly attributable to the 
difference between the axle loads applied” were carefully measured and recorded 
with the result that “the 22,400-pound single-axle loads caused 6.4 times as much 
cracking * * * as the 18,000-pound single-axle loads” and “the 44,800-pound 
tandem-axle loads caused 12.3 times as much cracking as the 32,000-pound 
tandem-axle loads.” 

The report further shows that the 32,000-pound and 44,800-pound tandem-axle 
loads, although carried on 2 axles instead of 1, nevertheless caused “greater 
pumping, cracking, and settlement” and “greater distress” to the pavement than 
the single-axle loadings of 18,000 pounds and 22,400 pounds. 

Persons seeking to discredit the Maryland test, though agreeing previously as 
to the suitability of the test road, now suggest that the pavement damage 
occurred because the soil predominantly underlying the pavement was of a silty- 


144 Hearings before the Subcommittee on Land and Water Transportation of the Com- 
mittee on Interstate and Foreign Commerce, 81st Cong., 2d sess., pursuant to S. Res. 50, 
June 29, 1950, pn. 981. 

6 A tandem-axle vehicle is one having at least 1 group of 2 axles, the centers of which 
are snaced about 48 to 54 inches apart, or as close together as practicable. 

16 Highway Research Board, Special Report 4, Road Test One—Marvland. 

17 Highway Research Board, Special Report 22, The WASHO Road Test, pt. 2. 
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clay type. As to this, the report points out that while “pumping” develops more 
readily in pavements laid on fine-grained soil than on granular soil, progressive 
damage to concrete pavements requires that “the frequency and weight of traffic 
must be great enough to overstress the slab to develop cracking and subsequent 
settlement. Pumping in concrete pavements did not become a problem until 
the advent of the greater use of heavy trucks.” The report also noted that the 
predominant type of soil underlying the stretch of test road is similar to that 
in virtually all the States east of the Mississippi River and in other large areas. 

A 3-reel motion picture of the Maryland test (Road Test 1—MD) was prepared 
and distributed by the Bureau of Public Roads. The following is from that film: 

“Broadly speaking, practically all of the pavement cracking resulted from 
undermining, by pumping of the subgrade, and repeated load application to 
the undermined slabs. 

“The heavier the loads, either of single or tandem axles, the fewer were the 
number of vehicle passages required to start pumping, the more rapid the 
progress of undermining, the greater the concrete stresses developed, and the 
carlier and more extensive the crack formation. 

“For existing pavement of similar design and strength, laid on fine-grained, 
plastic soils susceptible to pumping, the test shows 

“1. That same pumping may be caused by single-axle loads no heavier than 
18,000 pounds, but that progress of slab undermining and cracking from such 
loads will be reasonably slow. 

“2. That single-axle loads of 22,400 pounds may cause cracking damage at 
a rate approximately 7 times as great as 18,000-pound single-axle loads applied 
with the same frequency. 

“3. That tandem-axle loads of 44,800 pounds may cause cracking damage 
at a rate approximately 12 times as great as 32,000-pound tandem-axle loads. 

“4. That 32,000-pound tandem-axle loads may be expected to cause cracking 
damage at a substantially greater rate than 18,000-pound single-axle loads, and 
at about the same rate as 22,400-pound single-axle loads. 

“In final summary, existing pavements, like that of road test 1 laid on pumping 
soils so widely prevalent, have a reasonable life expectancy * * * 

“If subjected to single-axle loads of 18,000 pounds maximum. The tandem- 
axle load equivalent to 18,000-pound single-axle, in its effect on such roads, is 
less than 32,000 pounds. 

“Single-axle loads of 22,400 pounds and more, and tandem-axle loads of 
32,000 pounds and more, applied with frequency to such roads, may be expected 
to shorten substantially their service life—and in a degree increasing with the 
weight of the axle loading. 

“These are findings of great importance to the protection of our large invest- 
ment in existing concrete pavements. We have learned much from road test 
1—MD. It was a completely objective test and its results may be accepted 
with confidence.” 


WASHO TEST ROAD 


The WASHO test, sponsored by the Western Associacion of State Highway 
Officials in cooperation with the Bureau of Public Roads, truck manufacturers, 
trucking interests, and petroleum companies, and conducted by the Highway 
Research Board was ‘“‘a study of the behavior of certain flexible pavements under 
the repeated application of a number of selected heavy axle loads” (preface). 
VPage references which follow are to Special Report 22 of that Board, covering 
the test. 

The test road was located in southern Idaho “at a site reasonably repre- 
sentative of conditions in the WASHO area” (p. 4), and was specially designed 
and built to the highest construction standards for sole use by the test traffic. 
In the test area average annual precipitation is low, 14 inches a year, and during 
the test “the weather was less severe than normal for the area” (p. 5). 

Axle weights of the test vehicles were 18,000 and 22,400 pounds for single-axle 
vehicles and 32,000 and 40,000 pounds for tandem-axle vehicles. The pavement 
srtucture varied from overall thickness of 6 inches to 22 inches, including 
asphaltic concrete surfaces 2 or 4 inches thick. 

Special precautions were taken in designing and constructing the WASHO 
test road to eliminate variables due to natural soil conditions and the weather. 
For example, the soil underlying the entire pavement structure was processed 
by excavating, scarifying, controlling the moisture for density, and replacing 
and compacting the soil to a depth of 2 feet. The stone subbase extended from 
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shoulder slope to shoulder slope. Such precautions would take a prohibitive 
amount of time and money if followed in general road construction. 

Test load operations were carried out during three main periods: November 
6-27, 1952, June 11—December 11, 1953, and February 17—May 29, 1954. Each 
iane of pavement was subjected to approximately 238,000 load applications, or 
119,000 truck trips. 


Certain steps taken during the conduct of the test are significant in appraising 
the results. 

Test loadings in 1952 were discontinued after only 19 days due to freezing of 
the subsoil which occurred on November 27. Although only 16,625 load appli- 
“ations were made during this short period, the pavements having a thickness 
of 6 inches, including the 2-inch asphaltic concrete surfaces, were damaged con- 
siderably and required replacement over large areas. The report notes that 
6§-inch pavements are “representative of a considerable mileage of existing high- 
ways” (p. 4). 

When traffic was resumed on June 11, 1953, certain test procedures indicated 
“the critical spring period could be considered to be over.” The report states: 

“Obviously, this was not the case. A great deal of structural distress occurred 
immediately in the thinnest sections, and it was necessary to curtail the traffic 
during the next few weeks to permit maintenance of the test sections. Thus, 
although scheduled operations would have consisted of approximately 1,200 load 
applications per day, the daily average for the period from June 11 to July 7 was 
only 61” (p. 18). 

Althouch summertime temperatures, around 100° F., prevailed in the daytime 
during this 27-day period, the report notes that no loads were applied on about 
one-third of the days. It continued as follows: “the most rapid development 
of damage * * * occurred between June 11 and 20, 1953, since the rate of distress 
averaged 749 square feet per day, whereas the rate of load application averaged 
only 12 per day. Conversely, the lowest rate of failure occurred between May 22 
and 29, 1954, when the corresponding figures were 1 square foot per day and 
1,173 applications per day” (p. 92). 

The 12 test loads applied daily to each test section during this “critical period” 
were only 1 percent of the 1.200 per day actually scheduled. 

If the scheduled operations had not been interrupted by damaged pavements 
necessitating repairs, the results of the test project would in all probability 
have shown a much greater percentage of damage to the sections which did 
suffer from even the very limited test traffic and some damage to the thicker 
sections which did not show any distress from the reduced test traffic during 
the neriod June 11-—July 7, 1953. 

The test was not carried on for part of the winter, 1953-54, but was resumed 
on February 17, 1954, after all frost had left the ground. The report states: 

“In the second [critical] period, February 17 to April 7, 1954, 40 percent 
(14,770 square feet) of the total distress developed under 13 percent of the ap- 
plications” (p.5). 

This distress averaged 295 square feet per day and the load applications 
averaved around 600 per day, or about one-half of the daily number planned for 
the test. The total precipitation at the road site during the 6 months of Sep- 
tember 1953 through February 1954 was only about 4 inches, or two-thirds of 
an inch per month; the average precipitation taken over a 38-year period was 
about twice as much as the average for this 6-month period. 


When the test was concluded on May 29, 1954, the test plan had not been 


completed because it was necessary to curtail the test truck runs by reason of 
pavement failures. It is significant that a test road located in a general area 
of very low rainfall and built to the most exacting standards should have had 
sections of the road fail so early in the test. 

Highways generally are not part-time facilities. Unlike the test roads, they 
cannot be closed to traffic, nor even to pounding from heavy trucks, when 
weather and soil conditions are not exactly ideal. 


As to the relative effect of tandem-axle and single-axle loads, the report, 
on page 5, states: 

“Based on distress that occurred in the section with 4-inch surfacing, a tandem- 
axle load of 28 kip [thousand pounds] would have been equivalent in this test 
to a single-axle load of 18 kip. Similarly, a tandem-axle load of 33.6 kip would 
have been equivalent to the 22.4 kip single-axle load. Comparisons for sections 
with 2-inch surfacing, based on a graphic analysis which discounted the relatively 
erratic behavior of 2 of the 10 sections, showed that a tandem-axle load of 
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28.3 kip in this test could have been equivalent to the single-axle load of 18 kip. 
Similarly, a tandem-axle load of 36.4 kip could have been equivalent to the 
22.4 kip single-axle load. In general, the distress caused by tandem axles was 
equivalent to that caused by single axles of the order of two-thirds of their 
weight. 

“For this project the total area of all types of distress (from class I cracks 
to deep patches) was 13.8 percent greater under the 22.4-kip single-axle load 
than under the 18-kip single-axle load and 48 percent greater under the 40-kip 
tandem-axle load than under the 32-kip tandem-axle load.” 

The report said “the behavior of the pavement with the 4-inch surfacing 
was far superior to that of the pavement of equal structure thickness with the 
2-inch surfacing of asphaltic concrete for the life of this test track,” and “‘dis- 
tress in the outer wheel path was considerably in excess of that in the inner 
wheel path. Surfacing of the shoulders in three of the test sections in July 
of 1953 proved to be highly effective in retarding distress in the outer wheel 
path” (p. 4). Such additional surfacing is not required for light-vehicle traffic. 

The WASHO report (p. 4) found that pavements under conditions similar to 
those of the test should have a minimum overall thickness as follows: 


| With 2-inch | With 4-inch 
surface | surface 


| 





inches inches 
For 18,000 pound single axle loads... -- 
For 22,400 pound single axle loads 
For 32,000 pound tandem axle loads. 
For 40,000 pound tandem axle loads- 


Both the Maryland and WASHO tests showed conclusively that the heavier 
the axle loads the greater the damage to the pavements; furthermore, that a 
32,000-pound tandem-axle load causes more damage than an 18,000-pound single- 
axle load. Since the thicker and wider pavements are needed solely by the heavier 
vehicles they alone should bear the added cost. 


WHAT HAVE WE LEARNED FROM THE TEST ROADS? 


We have learned from the Maryland and WASHO test read projects: 

(1) Pavement damage is caused by even the smallest of the test loads, 18,000 
pounds on a single axle, which is permitted by every State. 

(2) The heavier the load, the greater the damage. 

(3) 32,000-pound and greater tandem-axle loads are much too heavy for a 
pavement designed for 18,000-pound single-axle loads. The tandem loading 
should be not more than 11% times the single-axle load. Under some conditions 
a tandem-axle load of 20,000 pounds may cause as much distress as an 18,000- 
pound single-axle load. 

(4) The test loads cause greater damage on pavements of lesser strength than 
on the high-type pavements, and such loads have shortened materially the useful 
life of the less strong pavements (which comprise the bulk of the existing high- 
way network). 

(5) Automobiles and light trucks and buses have no damaging effect on pave- 
ments designed and constructed for heavy vehicles, and pavements are being 
built for the heavy vehicles. 

(6) State statutes limiting axle loads must be revised downward if present 
pavements are to be saved from further premature destruction. 

There are hundreds of thousands of miles of highways and thousands of 
bridges already in place, and in which billions of dollars of public money have 
been invested, that cannot withstand heavy truck trafiie in large volume with- 
out being prematurely torn to pieces. We cannot permit them to be destroyed 
because certain limited tests may indicate that highway facilities, if constructed 
to higher standards at greater cost, could bear up under extreme loads. While 
seeking intelligent guidance regarding the standards which should be pursued 
in providing highways for the future, we must also protect the tremendous 
investments already made. 

It is evident, also, that still further increases in legal size and weight limits 
would be a mandate requiring highway engineers to design highways to higher 
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standards for the future. The greater costs of such construction would mean 
that fewer miles could be improved with any given expenditure of public funds. 
These eonditions have a direct bearing on Federal highway-aid policy and on 
programs for improvement of the interstate system with Federal funds. What- 
ever provision is made for the special requirements of large and heavy vehicles, 
the excess costs should be imposed specifically and solely upon such vehicles. 
Furthermore, in order to protect its investment the Government should with- 
hold Federal highway aid from States which permit excessive vehicles sizes 
and weights, as proposed in 8S. 1048 and H. R. 7474 of the 84th Congress, Ist 
session. 


APPENDIx B 
FuEL TAXES? 


What distinterested authorities say about deficiencies of fuel taxes 
as a source of revenue for financing highways. 


There is agreement among highway and tax authorities that a motor fuel tax, 
standing alone, is not an equitable user charge, because it discriminates against 
passenger automobiles and other light vehicles and favors heavy vehicles. Sup- 
plemental charges on heavy vehicles, therefore, are necessary. 

Authorities also recognize the discrimination that results unless a higher tax 
rate per gallon is applied to diesel fuel than to gasoline. 

Representative statements of some of these authorities are quoted in the pages 
which follow: 

“* * * nel taxes standing alone do not exact contributions from larger 
vehicles sufficient to offset the highway the highway costs for which they are 
held responsible.’—A Practical Program to Improve Taxation of Interstate 
Highway Use, submitted by the Committee on Highway Use Taxes, Dixwell L. 
Pierce (secretary, California State Board of Equalization), chairman, adopted 
at the 20th annual conference of the National Association of Tax Administra- 
tors, June 11, 1952, page 17. 

“The National Government has never dealt directly in highway-user taxa- 
tion. There is a new and growing disposition merely to rename present Federal 
excises on motor fuels and other automotive products, calling them user taxes 
and asking for their use on highways. Yet, the National Government’s excises, 
now proposed to be called user taxes, were not conceived as Compensation for 
highway use when enacted and have never been evaluated in terms of their dis- 
tribution of the highway burden. 

“Perhaps in this instance the National Government has something to learn 
from the States. For example, no State has found that fuel consumption stand- 
ing alone is an adequate or fair base for spreading the highway burden among 
users. It seems hardly likely that the National Government should find it to 
be so. Thus, it is not surprising that proposals blossomed forth in Congress 
this year for special taxes on certain highway users to supplement the gasoline 
tax. I do not know whether the particular taxes or the rates considered this 
year were appropriate. But it seems clear that the National Government, 
faced with a new conception of highway finance, should evaluate the problems 
of burden distribution in new terms. It seems equally clear that this evaluation 
will suggest a distribution of the burden markedly different from that resulting 
from present excises. It is almost inconceivable that the problem can be solved 
satisfactorily simply by changing the titles of existing taxes. It is more likely 
that new taxes or selective differential rate increases will be called for.”’— 
Federal Highway Policy, a parer by Richard M. Zettel, research economist, 
Institute of Transportation and Traffic Engineering, University of California, 
Berkeley, presented at 28th annual meeting of the California State Chamber of 
Commerce, December 1, 1955. 

“* * * The great need and pressing demand for extraordinary highways 
stem from the costly requirements of rapidly increasing numbers and mileage 
of heavy commercial vehicles * * * 

“The highway transportation industry * * * has consistently resisted nearly 
every conceivable type of highway taxation, although it hypothetically and 
piously continues to assert a willingness to pay increased taxes if they are 
‘equitable.’ Almost invariably this means some other tax than the one or the 
ones under consideration. The sole tax the industry has supported in any degree 
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is the gas tax, since the major share of this tax would be paid by passenger 
cars and light vehicles * * *’—Report of the New York State Joint Legislative 
Committee on Highways, Canals and Revenues, 1953, page 11. 

“It must be remembered that increased gasoline taxes which qualify in this 
respect [easy to collect and administer] are not reliable indexes of highway 
use. Gasoline consumption does not rise in proportion to increased vehicle 
weight. Over 90 percent of revenues from an increased gasoline tax would 
be paid by passenger car operators, although their vehicles do not demand the 
costly facilities required by heavy vehicles. Any increase in gasoline taxes 
should be accompanied by a proportionate increase in taxes on heavy vehicles.” — 
Report of the New York State Joint Legislative Committee on Carrier Taxation, 
1955, page 9. 

“The reason for the existence of a deficiency in payments on the part of the 
heavy trucks is the fact that the motor fuel tax is in general the most important 
component in the highway user tax bill. It has been pointed out time and again 
that the use of this tax as a principal component of the highway user tax sys- 
tem is an unwarranted discrimination in favor of the heavier trucks as 
against passenger cars and light trucks. In other words, the consumption 
of motor fuel does not increase in proportion to increases in gross weights in 
the eatecory of heavier vehicles. See, for examnle. the studies and reports in 
California, Illinois, New York, Ohio, Oregon and Washington. 

“From these studies it is established that continued use of the motor fuel 
tax as the principal component in the highway user tax bill means simply that 
heavy trucks will not pay their way, and that passenger cars and light com- 
mercial vehicles will have to pay this deficit—State Highway User Taxation 
and Heavy Commercial Vehicles, a brief summary of the existing situation, by 
Charles F. Conlon, executive director, Federation of Tax Administration, 1313 
East 60th Street, Chicago, Ill., December 1953, page 3. 

“Beginning with the lightest weight class, or automobile user, we find a 
satisfactory method of applying a weicht-mile tax already in successful opera- 
tion. Elements of this class are of approximately the same weicht, generally 
operate as single units, burn the same kind of fuel, and there is little variation 
in the amount of fuel consumed per weight mile. The present gasoline tax, as 
applied to this class, is equitable and successful—not because it is a fuel tax, 
but because the consumption of gasoline by individuals in this class provides a 
reasonably accurate method of measuring their use of the highways, and, there- 
fore, a suitable means of measuring and collecting their proportionate share of 
the cost. 

“In the motor transport group the situation is entirely different: they are of 
different weights, they frequently operate as combinations or trains of vehicles, 
they use different kinds of fuel, and there is a radical difference in the amount 
of fuel consumed per weight-mile. Therefore, it is clear that consumption of 
fuel in nowise measures the use of all elements and weight classes within this 
group. To equitably distribute the cost burden among members of this group 
by means of a fuel tax it would be necessary to set up a different rate for each 
of all possible combinations of vehicles within each weight class—an unwork- 
able method.”—R. H. Baldock, State highway engineer, Oregon, in a letter to the 
Legislative Interim Committee on Highways, September 16, 1949, as quoted in 
The Highway Use (Weight-Distance) Tax in the State of Oregon, report pre- 
pared for the Executive Committee of Citizen’s Public Expenditure Survey, Ine., 
of New York State, by Earl Weller, director, Rochester Bureau of Municipal 
Research, November 1950, pages 12-15. 

“Perhaps no other tax has been so well received by the general public as the 
gasoline tax. 3ut standing alone in the highway-user tax scheme, it cannot 
he regarded as equitable, for it discriminates against the passenger-car operator. 
A heavy vehicle receives considerably greater highway benefits as reflected by 
cross ton-miles per unit of tax than a light vehicle. In these terms, the gasoline 
tax is significantly regressive. To preserve reasonable equity in user taxation, 
the gasoline tax must be supplemented by other taxes. Otherwise, passenger- 
car operators are required to subsidize operations of heavy vehicles. The 
weight and gross receipts taxes in California, which we shall discuss later, are 
designed to correct this situation.”—Report of the subcommittee of the standing 
committee on transportation of the senate to the California Legislature, 1949 
regular session, December 31, 1948, page 36. 

“As a principal means of distributing costs among highway users the gasoline 
tax has, according to tax authorities, one serious defect. On a weight and 
mileage basis, it discriminates against the private-car driver. As the weight 
of the vehicle increases beyond a certain point the proportionate amount of 
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gas consumed per mile in relation to weight carried decreases, so that in effect 
the heavier vehicles receive greater highway benefits—in terms of gross ton- 
miles—per unit of tax.”’—Highway Safety—Motor Truck Regulation, a report 
to the Governor’s Conference, by Hubert R. Gallagher, director of research, The 
Council of State Governments, June 1950, page 106. 

“It has often been contended that the motor-fuel tax is the fairest form of 
motor-user tax because payments are proportional to use. This type of argu- 
ment goes on to say that if the motor-fuel tax is the fairest tax, it should be the 
only user tax and that motor license fees are merely survivors of an antiquated 
revenue system which was in use before the merit of the motor-fuel tax was 
understood. 

“Like most arguments which appear plausible, this statement deserves some 
more critical examination. 

“It is true that for the same vehicles, and operating under the same conditions, 
the motor-fuel-tax payments are proportional to use. By any proper definition 
of use, however, motor-fuel-tax payments are not proportional to use among 
different types of vehicles. If we concede that a 10-ton truck uses the highway 
more in traveling 1 mile than does a passenger car, it becomes evident that some 
factor besides distance must be given consideration.”—State of Illinois, depart- 
ment of public works and buildings, division of highways, Motor Vehicle Taxa- 
tion in Illinois, August 1, 1952, page 14. 

“Any highway revenue system which depends heavily on gasoline taxation 
and in which the ton-mileage tax is only a minor element will necessarily be 
regressive in its final results. The purpose back of the graduated mileage tax 
is to embody a progressive element in the revenue system. But to make the 
system as a whole progressive, or even proportional on a ton-mile basis, the 
ton-mileage tax will have to constitute a much larger element in the system, or 
the ton-mile rates will have to be graduated more sharply, or both things will 
have to be done.”’—Highway Finance, a study prepared for the Ohio Program 
Commission, by Herbert D. Simpson, professor emeritus of public finance, North- 
western University, September 1951, page 100. 

“While the tax on gasoline and other mvutor vehicle fuels has the merit of 
charging different users roughly in accordance with highway use, that tax does 
not assign highway costs in close relation to relative use if use is measured in 
final gross units of transportation service. The gross ton-mile (1 ton of total 
empty weight and load carried 1 mile) is such a measure. The reason for this 
fact is that the heavier vehicles, such as for-hire buses, stages, trucks, semitrail- 
ers, and other combinations, do not consume additional gasoline or other motor 
fuels in direct proportion to the increased weight of the vehicle and load * * *. 

“* * * Thus, it appears that sole reliance upon a gallonage tax upon motor 
fuels used for highway purposes would fail to exact a proportionate tax con- 
tribution toward support of the highways from each class of motor vehicles 
and highway users.”—Financing Washington’s Highways, Roads and Streets, 
a report submitted to the joint fact-finding committee on highways, streets, and 
bridges of the State of Washington, by Dr. James C. Nelson, economic consultant 
and professor of economics, the State College of Washington, October 15, 1948, 
pages 82, 86. 

“* * * Most students of the subject have concluded, however, that the motor- 
fuel tax taken alone does not provide a sufficient differential with variation 
in weight to care for the increasing tax responsibility of the heavier vehicles.”— 
Statement by Thomas H. MacDonald, Commissioner, Bureau of Public Roads, 
United States Department of Commerce, appendix VI, page 1043, of hearings 
before the Subcommittee on Domestic Land and Water Transportation of the 
Committee on Interstate and Foreign Commerce, United States Senate, 81st 
Congress, 2d session, pursuant to Senate Resolution 50, July 6, 1950. 

The following statements are directed specifically to comparisons of gasoline 
taxes and diesel fuel taxes: 

“Various estimates of the greater mileage per gallon in diesel operation range 
from 30 to 100 percent, with 50 percent as the compromise figure most often 
quoted. * * * 

“In view of the difference in consumption and hence in tax contributions, it 
is recommended that the use (nongasoline) fuels tax be increased 50 percent 
over the gasoline tax rate that is finally adopted. For example, if the gasoline 
tax rate is 4 cents, a 6-cent use-fuels tax is recommended. With a 5-cent gas 
tax, the diesel tax should be 7% cents. It is believed that a 50 percent increase 
is definitely favorable to the diesel-powered vehicles, but data are not conclusive 
enough to establish a larger differential at the present time.”—Report of the 
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New York State Joint Legislative Committee on Highways, Canals, and Revenues, 
1951, Legislative Document (1951) No. 67, page 53. 

“* * * The general consensus is that a differential in the diesel fuel tax rate 
over gasoline on the order of 50 percent is warranted. 

“It is recommended that the diesel tax be increased by 2 cents, from 6 to 8 
cents per galion, as a step toward equalization of the user tax structure. Such 
action would reestablish the differential of one-third that existed from 1951 
to 1955. This is regarded as a minimal interim adjustment. If the Highway 
Department undertakes a motor vehicle use survey, suggested elsewhere in this 
report, data should be provided. to make further adjustments in the diesel fuel 
tax rate.”—Financing Modern Highways for Michigan, a fiscal report to the 
Michigan Legislative Highway Study Committee, by Richard M. Zettel, economic 
consultant, December 14, 1955, pages 91-92. 

“The argument for a higher diesel tax is buttressed by other recent state- 
ments. For example, Walter E. 'Turner of General Motors Corp., truck and 
coach division, recently reported, ‘Best advantage of the diesel vehicle is its 
inhercnt ability to convert about 50 percent more energy of a fuel into work than 
does the gasoline engine.” He went on to say, ‘Efficiency of present diesel 
engines is 32 to 38 percent compared to 22 to 28 percent for current gasoline 
engines * * *, Thus a diesel engine will yield about 50 percent greater mileage 
than a gasoline engine of equal power output.’ ’—Partial report of the Cali- 
fornia Senate Interim Committee on Highways, Streets, and Bridges, created by 
Senaie Kesolution 129 of the 1949 regular session of the legislature, pages 25-26. 

“* * * The conclusion appears wholly valid that a marked fuel economy 
exists in favor of the diesel power units, which unless a differential fuel tax 
or gross weight fee is applied, creates an inequity in the highway user tax 
structure.”—.saxing Washington’s Motor Vehicles Equitably for Highway Serv- 
ices, a report submitted to the joint fact-finding committee on highways, streets, 
and bridges, by Dr. James C. Nelson, economic consultant and professor of 
economies, the State College of Washington, September 23, 1950, page 103. 

“It is therefore recommended— * * *. 

“That in view of the proven efficiency of the diesel engine over that of the 
gasoline type (amounting to some 40 to 50 percent greater mileage per gallon 
of fuel) that the tax on over-the-road diesel fuel be increased to 2 cents per 
gallon over and above the then current tax on over-the-road gasoline 
fuel * * *.”"—Highway matters, report of the commission to study matters 
pertaining to higiuways to the Governor and the general assembly of Virginia, 
Senate Document No. 13, November 9, 1953, pages 58-59. 

“It is recommended that the gasoline tax be increased to 5 cents and the 
diesel fuel tax to 7% cents. This will preserve an approximate parity between 
gasoline-powered and diesel-powered vehicles.”—Highway Finance, a study pre- 
pared for the Ohio Program Commission, by Herbert D. Simpson, professor 
emeritus of public finance, Northwestern University, September 1951, p. 103. 

“* * * Diesels consume less fuel than gasoline motors, thus paying less gas 
tax so their aggregate payments are less when registration fees and fuel tax 
are combined.”—Equal Charges for Highway Use, directors of lowa Free Roads 
Association, Inc., January 1, 1955, p. 15. 

“* * * The greater mileages obtained by a vehicle propelled by diesel oil 
than by one using gasoline has the effect of taxing gasoline-propelled vehicles at 
a higher rate per mile of travel than diesel-propelled vehicles * * *.”—Taxes 
and Traffic, a study of highway financing, Canadian Tax Foundation, June 1955, 
p. 114. 


States with differentially higher rates on diesel-powered vehicles, February 1956 
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Massachusetts: Registration fees for non-gasoline-driven, for-hire passenger- 
carrying vehicles are 3144 times the fees for gasoline-powered vehicles. 

Oregon: Mileage tax rates on diesel-powered vehicles are approximately 50 
percent higher than on similar gasoline-powered vehicles. Vehicles paying such 
tax are exempt from State tax on diesel fuel. 

Texas: Diesel vehicles pay 10 percent additional to regular registration fees. 

Vermont: Diesel-powered vehicles pay double registration fee. They pay no 
State tax on diesel fuel. 

Washington: Diesel-powered vehicles pay 25 percent more than registration 
fees for gasoline-powered vehicles. 

Wyoming: Vehicles using fuel other than gasoline pay 1 mill per ton-mile on 
unladen weight plus 4 cents per gallon on fuel. 





APPENDIx C 


Comparative cost on a vehicle weight and mileage basis of a tire tar at 8 cents 


per pound to the operator of an automobile and of a typical 4-acle tractor- 
semitrailer combination 


Tractor- 


semitrailer Automobile 


ies URS Fost sk. i eee ee LE eee tons_- 28 2 
EE EI Sin ead <. alpen ik aban daa & sali catalan leases eet el | 14 4 
IIE ROIS. 2.2.0.2, oc scieedcu at nice nenan a eae oman pounds.__| 1, 624 100 
Tire life per tire____- innit pdethedastscTesesphueenestocarcalan miles __} 100, 000 25, 06O 


Ton-miles per set of tires: 
100,000 miles timnes 28 tons 


pele cniehaiabictiialtidsae gtienglisi did Ciadiimittnliniec Ublnintidhiniiban a | WE Bi he hota c dain 
nn nn cats pi mamegecoaes Sree mee 50, 000 
Armo'int of tire life used per 1,000 ton-miles: 
1.634 pounds divided DY 2600... .25225.22520.. 28s. eds pounds... 0. 58 2 
100 omnis Giv ied Or OO on. ss niinbS) - xd Ries cpcniinghiiclennamennss ciel cic, chebesen dh buiensGebecenn 
Cost of tires per 1,000 ton-"niles at 8 cents per pound of tire. ._.______- cents__| 4. 64 16 
Ratio of cost of tires per 1,000 ton-miles (16 divided by 4.64)_......__-________ 1 3. 45 


Therefore, an across-the-board tire tax will cost the operator of the auto- 
mobile about 34% times as much per vehicle ton-mile as it will cost the operator 
of the tractor-semitrailer. 





APPENDIx D 
Cost OF THE FEDERAL HIGHWAY PROGRAM CONTAINED IN H. R. 8836, 1957-69 


H. R. 8836 contains new authorizations for the National System of Interstate 
Highways for each year 1957-69, including an additional amount for 1957, 
beyond that authorized by the 1954 act. It also contains authorizations for the 
Federal-aid system (Federal-aid primary and secondary systems and extensions 
thereof in urban areas) and for public domain roads for 1958 and 1959. It 
contains an authorization for the Federal-aid system for 1957 to be added to 
that authorized by the 1954 act. In addition, the bill contains a declaration 
of the intent of Congress to continue until June 30, 1969, authorizations for the 
Federal-aid system and for roads in the public domain, in amounts not less 
than minimums stated in the bill. The total Federal highway program would 
amount to $37,428 million as a minimum, of which $36,472 million would be 
provided by H. R. 8836 and $956 million has already been authorized by the 
Federal-Aid Highway Act of 1954. The program, by systems, is summarized 
below : 


| Authorized for | 


H. R. 8836 1957 by High- late 
(1957-69) way Actof | ota 
1954 


$10, 675, 000, 000 | $700, 000, 000 | $11, 375, 0CO, 000 


972, 000, 000 | 81,000,000 | 1, 053, 000, 000 
24, 825, 000, 000 | 175, 000, 000 | 25, 000, 000, 000 


Federal-aid system __.- Sins daisnnabdiiienaieliaein 
Federal domain roads__. : a 
National System of Interstate and Defense Highways 





Total 5 eo vsnsiecasksscesceesuunsbaweretewws | 36, 472, 000, 000 | 956, 000,000 | 37, 428, 000, 000 
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; 
r- { The following table shows by year and by highway system the amounts 
é provided for in H. R. 8836, beyond those already authorized by the 1954 act: 
i oe rier a 
ah 4 New highway authorizations recommended in H. R. 8836, 13 years, 1957-69 
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PREFACE 

Use of the public highways by commercial operators for private gain is a 
large and growing business in all sections of the Nation. From their use of 
public facilities, commercial operators are enabled to realize substantial econo- 
mies in conducting their business, Such use creates demands for costly highway 
improvements designed and built to meet special requirements of these large and 
heavy commercial vehicles. 

These important facts should not be disregarded in considering highway 
expenditure needs, standards of highway construction, the necessity of protecting 
highway investments by imposing reasonable limitations on the size and weight of 








commercial vehicles, and the essential requirements of sound and equitable high- 





way financing as related to highway use and cost responsibility, 

Demands for highway improvements on a greatly expanded scale are being 
strongly pressed, supported by estimates of highway deficiencies and needs, pre- 
It is being urged, 
especially, that the Federal Government should enlarge its programs of highway 


sent and prospective, totaling many billions of dollars, 


financial aid, thus presenting important questions as to how such increased 
expenditures should be financed and the costs met, 









Highway programs vere actively 
considered in the first session of the 84th Congress and are expected to continue 
in the forefront of legislative attention, 
Information on such matters has been assembled herein to provide a reference 
Many aspects have 
necessarily been treated briefly in order that materials could be made available 


under one cover for those concerned with highway developments. 








for timely use, 





As further work proceeds, and taking account of continuing develop- 
ments, it is contemplated that these highway materials will from time to time be 
revised and brought up-to-date as circumstances require, 
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CHAPTER I 
HISTORY OF FEDERAL-AID HIGHWAYS 


Act of 1936 
Federal aid for highways, in the modern understanding of the term, began 


with the passage of the Federal-Aid Road Act (39 Stat. 355), om July 11, 1916, 
Federal funds for specific national roads had been voted before, some in the 
late 1700's, But such ventures were sporadic and uncoordinated, 


The 1916 act appropriated funds for five fiscal years beginning with $5 
million for the year ending June 30, 1917, and increasing to $25 million for 
the year ending June 30, 1921. In 1916, relatively few states had responsible 
and organized highway departments. The new act provided that only those states 
having effective highway departments established by law would be eligible to 
receive funds under the act, and such departments were soon established in every 
state, 

The act "authorized" the Secretary of Agriculture to cooperate with the 
states through their respective highway departments in the "construction of 
rural post roads," the apparent purpose being to facilitate the movement of 
the United States mail. It did not provide for the expenditure of funds with- 
in urban areas, 

Federal funds under the 1916 act were to be used solely for highway con- 
struction and were to be available only in the amount of $10,000 per mile of 
road construction, exclusive of the cost of bridges, Wo Federal funds then, or 
in subsequent acts, could be used for maintenance, "All roads constructed under 
the provision of this act," the act said, "shall be free from tolls of all kinds," 
Act of 1921 

The Federal Highway Act of 1921 enlarged the concept of Federal aid and 
set the pattern for subsequent legislation up to the time of the Federal-Aid 
Highway Act of 1944, It expanded the permissible use of Federal-aid funds, 
and designated highways constituting the so-called primary Federal-aid systes, 
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limiting that primary system to an adequate and connected system of highways, 
interstate in character, which system could not exceed 7% of the total road 
mileage of such state, It authorized the state highway departments to initi- 
ate all highway projects involving Federal aid, And it established the vell- 
known and historical formule for the apportionment of Federal-aid funds that 
one-third of the moneys allocated to states should be apportioned on the basis 
of land area, one-third on population, and one-third on the amount of state 
post road mileage. Only in recent years have efforts to modify this formula 
met with any success, The act also laid the foundation for the "50-50 match- 
ing ratio" (one dollar of state money to match each dollar of Federal money) 
which became an integral part of later Federal-aid legislation, 

Act of = sion of Aid 

The first major departure from established Federal-aid policy was the 
Federal-Aid Highway Act (58 Stat. 838) signed December 20, 1944, For the first 
time substantial funds were made available for the extension of primary state 
highway projects within-urban areas, and for the establishment of a system of 
Federal-aid secondary rural roads, Several acts, beginning with the National 
Industrial Recovery Act of 1933, had authorized expenditures on secondary or 
feeder roads as industrial recovery or emergency measures, but a regular sys- 
tem of Federal-aid to secondary roads was not established until 1944, 

The act authorised expenditure of $500 million a year for three years— 
the largest single authorization for road purposes enacted by Congress to that 
time—-for the primary, secondary and urban roads, Of that amount, $225 million 
a year was for the primary system, $150 million for the newly-created secondary 
system, and $125 million for the newly-authorized extension of Federal-aid high- 
ways into urban areas, 

The act further authorized establishment of a "National System of Inter- 
state Highways not exceeding forty thousand miles in total extent so located as 
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to connect by routes, as direct as practicable, the principal metropolitan areas, 
cities and industrial centers, to serve the national defense and to connect at 
suitable border points with routes of continental importance in the Dominion of 
Canada and the Republic of Mexico,” The Interstate System is discussed further 
below, 

The 1944 act also provided for more regular and substantial expenditures 
on forest highways, park roads, Indian roads, parkways, and other roads on the 
public domain, 

The 84th Congress initiated hearings on a new Federal-Aid Highway Act 
early in the 1955 session, It received the report (discussed later in this 
chapter), of a special Presidential committee (the Clay Committee) on the nation's 
highway needs, This report showed that as of June 30, 1954, a total of 717,379 
miles of roads and streets comprised the Federal-Aid Highway system, compared 
with approximately 232,000 miles in 1944. It noted that substantially all 
Federal-aid mileage, with the exception of some mileage in urban areas, is 
under the direct control or general jurisdiction of state highway departments. 
Sections of the Federal-aid systems outside urban areas account for approxi- 
mately 83% of all rural motor vehicle traffic, 

In addition to the approved Federal-aid highway systems of 717,379 miles, 
there are within the continental United States 2.3 million miles of rural roads 
and approximately 320,000 miles of city streets. These mileages, with a few 
minor exceptions, are under the jurisdiction of units of government below the 
state level, such as counties, townships, villages, and cities, Non-Federal- 
aid mileage is almost four times that of Federal-aid mileage, yet it generates 
only some 17% of the rural vehicle traffic annually. Further, the financing 
of non-Federal-aid roads relies entirely on tax revenues of state and local 


governments together with refunds from state highway revenues and any special 
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taxes which might be imposed, Much of this mileage is rural farm-to-market or 
land-service roads which carry 100 vehicles or less per day. Owing to this light 
traffic density, the annual cost per vehicle mile and per ton-mile for construc- 
tion and maintenance of this part of our road network is very much higher than 
it is for the very costly and specialized facilities required on many sections 
of the main Federal-aid network. 

Competition for limited highway funds is very great between these two 
elements of our road system, and state and Federal legislative bodies are under 
ever-increasing pressures to incorporate more and more miles of the light-traffic 






land-service roads into the Federal-aid system, or as an alternative, to have 
more and more state highway-user revenues revert to local governments without 
financial controls, The trend toward using Federal funds for the low-cost roads 
encourages the diversion of local tax revenues from road purposes to other costs 
of government and the consequent shifting of local road burdens to the state and 
Federal governments, Unlike the primary interstate highways which are limited 
by law to 7% of a state's total highway mileage, there is no law limiting the 
amount of mileage which may be incorporated into the Federal-aid secondary sys- 
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While the Federal-Aid Highway Act of 1944 authorized the Bureau of Public 
Roads, in cooperation with the respective state highway departments, to designate 
a National System of Interstate Highways it did not specifically provide funds 
for the system, The state highway departments and the U.S, Bureau of Public Roads, 
reached general agreement on the location and composition of the system on August 
2, 1947, but withheld approximately 2,300 miles of the authorized total of 40,000 
miles for circumferential and radial connecting routes within metropolitan areas, ‘ 
Official allocation of this withheld mileage was announced by the Bureau of Public 


Roads on September 29, 1955, so that the Interstate System of 40,000 miles is to- 
day fully designated, 
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This selected system of highways is an outgrowth of mileage known as 
the Pershing Network which the Bureau of Public Roads, the Department of Agri- 
culture, and the War Department, in 1921, designated as being important to the 
national defense, 

On May 15, 1941, a few months before Pearl Harbor, the Pershing Network 
was redesignated the Strategic Highway Network, Congress did not specifically 
appropriate Federal-aid funds to either defense highway system, but only to the 
nation's larger primary road system of which they were part. 

With the exception of access roads to military and natural resource in- 
stallations, there was little highway construction of any kind during World War 
II. In December, 1944,near the end of the War, Congress authorized additional 
Federal-aid for highway construction, but actual progress in a continued Federal- 
aid highway program did not get underway until late 1946 following the close of 
World War II, 

The Interstate System is in general that selected by the state highway 
departments in accordance with the Federal authorizing act of 1944 and con- 
tinuing statewide planning studies, Only in a very few instances did the Bureau 
of Public Roads have to exercise its resolving power on the selection of routes. 

According to the report of the Clay Committee, the Interstate System, as 
presently constituted, embraces about 1.2% of all roads mileage in the United 
States, joining 42 state capitals and 90% of the approximately 230 cities over 
50,000 population, Based on existing traffic studies, the system carries more 
than one-seventh of all traffic and one-fifth of rural traffic, It serves 65% 
of the urban and 45% of the rural population. The Defense Department has desig- 
nated the Interstate System as the key network of highways from the standpoint 
of Federal interest in the national defense and productivity, 

It has been estimated that should the Interstate System be improved, in 
accordance with the standards prescribed,it would attract substantially greater 
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percentages of traffic, Heavy truck traffic, in particular, would benefit from 
faster and more economical operation. 
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Under the Clay Committee program, the entire 40,000 miles of the system 
would be limited or controlled-access type, by-passing many urban areas but con- 
necting to them with stub or service roads. Control of access to the interstate 
highways would be a part of the program from the outset, but would be applied on 
some sections of the system only as traffic conditions warrant, 

Of the 40,000-mile total, 7,000 miles would remain two-lane highways in 
1974, while the remaining 33,000 miles would be four-, six-, and eight-lane 
divided highways from the outset, 

The Clay Committee plan called for construction on the Interstate Sys- 
tem in a 10-year period at a cost of $27 billion, Of that amount, almost half 
was for right-of-way including control of access, and structures, 

The proposal aroused much controversy, largely centering around the pro- 
visions for Federal financial participation and the need for proper user charges 
as financial support for the improvement program, Service and business interests 
with large investments on existing highways opposed aspects of the progres which 
would result in relocating many miles of highway, perhaps as much as 70% or 80% 
of the present Interstate System, This problem would be compounded by limitations 
imposed on business interests in serving the new facilities through control of 
access, There were also the problems of by-passing many urban communities and 
of removing and relocating public utilities affected by the progran, 

Ability of the construction, materials, and equipment industries to handle 
a program of such magnitude in ten years was questioned, Even more serious was 
the problem of justifying the expenditure of such large sums on such limited, 
though important, mileage, There were those who held that such an undertaking 
would reduce the funds, Federal funds in particular, available for use on roads 
not part of the Interstate System. This conflict of interest will not easily 
I ; be resolved in future planning. 
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General 

The Federal-Aid Highway Act of 1948 (62 Stat. 1105) authorized regular 
Federal aid of $450 million « year for the years ending June 30, 1950, and June 
3, 1951. 

The Federal-Aid Highway Act of 1950 (6% Stat, 785) authorized regular 
Federal aid of $500 million a year for the years ending June 30, 1952, and June 
30, 1953. 

The Federal-Aid Highway Act of 1952 (66 Stat, 156) increased regular 
Federal aid for the succeeding two fiscal years to $550 million a year, and for 
the first time provided funds to be used solely on the National System of Inter- 
state Highways amounting to $25 million for each fiscal year, 

The Federel-Aid Highway Act of 1954 (Public Law 350, 83rd Congress) re- 
flected increasing public interest in the road program throughout the nation, 

It was by far the largest authorization ever made for road purposes, totaling 
$700 million a year in regular Federal aid for the primary, secondary, and urban 
systems, and $175 million a year for the National System of Interstate Highways. 
Also, the act modified the formula for apportioning Federal-aid funds to the 
Interstate System, giving much greater veight to the population factor, and 
authorizing a new matching ratio of 60% Federal money and 40% state money. A 
total of $875 million was authorized for each of the fiscal years, 1956 and 1957, 
with additional funds for roads in the national forests, national parks, Indian 
lands, and roads on the public domain, bringing the grand t»tal to approximately 
$960 million for each fiscal year, The act of 1954 governs present Federal aid 
for highways, 

Federal Aid in Relation to Total Expenditures 

Federal aid in general is available only for highway construction, while 
maintenance and administration are the responsibilities of the states and local 
jurisdictions, Expenditures by the Federal government and by other jurisdictions 
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since 1921 are shown in Table 1, Total Federal aid since 1921 ! amounted to 
nearly $10 billion, of which nearly one-half was expended in the 11 years since 
World War II, Federal aid since 1921, and also since 1945, represented about 
one-fifth of all expenditures in those eeare for highway construction and about 
one-tenth of all expenditures for construction, maintenance, and other iteas 
combined, 
Federal-aid Authorizations 17-1 

Federal-aid authorizations for primary, secondary, urban and interstate 
systems for the fiscal years, 1917-1957, are set forth in Table II. 

Authorizations differ from expenditures because authorized construction 
is never completed during the year in which the authorization becomes available. 
An authorization may be spent up to two years after the end of the fiscal year 
for which it ts authorized. Total authorizations of grants-in-aid to the states 


by systems and periods are as follows: 


= 
Urban, 1946-1957, 1,475, 
Interstate, 1954-1957, 400 


Total, $8,820,000, 000 
Other major highway authorizations (there were still others of a minor 





nature) made by Congress since 1917 include the following: 


For Public Works, 1933-1935, total $1,000, 000, 000 
For Defense Highways, 1942-1944 and 1951-1952, 

Total bbs, 000, 000 
For Forest Highways, 1917-1957, total 398,100,000 
For Public lands, 1931-1957, total 43,000, 000 


For elimination of hazards of railway-highway 
grade crossings, 1936-1943, total 190,000,000 





1,uthorizations since 1921 as shown in ensuing pages total $11 billion, in- 
cluding $8.8 billion specifically for Federal-aid systems and more than $2 
billion additional, 





264 HIGHWAY REVENUE ACT OF 1956 


Table I 
GROWTH OF FEDERAL AID IN RELATION TO TOTAL HIGHWAY AND STREET 
EXPENDITURES. . o000001921-1955 

CONSTRUCTION Per cent Maintenance To Per cent 
Calendar Federal 1/ State Total Federal Administra- Federal 
Year and of tion of 

Local Total Policing, Total 
interest 2/ 
(Million (Million 
(Million dollars) dollars) dollars) 

1946 171 628 799 21.4 1,236 2,035 8.4 
1947 325 1,083 1,408 23.1 1,433 2,041 11.4 
1948 407 1,406 1,813 22.4 1,647 3,460 11.8 
1949 491 1,653 2,144 22.9 1,754 3,898 12.6 
1950 471 1,820 2,291 20.6 1,833 4,126 11.4 
1951 468 2,050 2,518 18.6 2,013 4,531 10.3 
1952 549 2,315 2,864 19.2 2,144 5,008 11.0 
1953 6% 2,638 3,272 19.4 2,264 5,536 11.5 
1954 675 3,306 3,981 17.0 2,438 6,419 10.5 
1955 3/ 771 3,854 4.625 _16,7 2,550 2.175 _10,7 
TOTAL 
(11 Years) 5,045 21,038 26,083 19.3 20,363 46,446 10.9 
1921-1944 
(24 Years) 4 548 17,486 22,0344/ 20,6 20,123 42,157 10.8 
1921-1955 
(3% Years) 9,593 38,524 48,117 19.9 40, 486 88,603 10.8 
1/Tacludes Federal ala and also relatively Small amounts of direc t Federa. T out- 


lays on forest,park, public lands and access roads, Federal aid expenditures 
in any particular year always differ from statutory authorizations because there 
is a lag between the time that the authorization becomes available and the time 
that work is completed. An authorization is available for expenditure for two 
ears after the end of the fiscal year for which it is authorized, 
Amounts for retirement of obligations are not included, Expenditures for main- 
tenance include indeterminate amounts for stage-construction, widening, and re- 
surfacing which result in improvements though not reported as construction 
expenditures. 

3/Estimated by Bureau of Public Roads, 


4/amounts for work relief construction (WPA, etc.) totalling $4,113 million for 
the period 1933-1942 are not included, 


SOURCE: Tables HF-1 and HF-2, Bureau of Public Roads, U.S, Department of Commerce, 


cna aes SS aat ed 














HIGHWAY REVENUE ACT OF 1956 265 


Table II 
AUTHORIZATIONS OF FEDERAL - AID FUNDS FOR PRIMARY, SECONDARY, URBAN AND 
INTERSTATE SYSTEMS FOR FISCAL YEARS 1917-1957 


FISCAL PRIMARY SECONDARY URBAN INTER- TOTAL 
YEAR (Thousands) (Thousands) (Thousands) STATE (Thousands ) 
(Thousands ) 
1917 $ 5,000 $ 5,000 
1918 10,000 10,000 
1919 65,000 65,000 
1920 95,000 95,000 
1921 100,000 100,000 
1922 75,000 75,000 
192 50,000 50,000 
192! 65,000 65,000 
1925 75,000 75,000 
1926 75,000 75,000 
1927 75,000 75,000 
1928 75,000 75,000 
1929 75,000 75,000 
1930 155,000 155,000 
1931 125,000 125,000 
1932 245, 000 245, 000 
1 125,000 125,000 
19 
1935 
193% 125,000 125,000 
1937 125,000 125,000 
1938 125,000 $ 25,000 150,000 
1939 125,000 25,000 150,000 
1940 100,000 15,000 115,000 
1941 115,000 15,000 130,000 
1942 100,000 17,500 117, 300 
1943 100,000 17,500 117, 00 
1944 
1945 
1946 225,000 150,000 $125,000 500, 000 
1947 225,000 150,000 125,000 500 , 000 
1948 225,000 150,000 125,000 500, 000 
1949 
1950 202 , 500 135,000 112,500 450,000 
1951 202, 500 135,000 112, 500 450,000 
1952 225,000 150,000 125,000 500, 000 
1953 225,000 150,000 125,000 500, 000 
1954 247, 500 165,000 137,500 $25,000 575,000 
1955 247 , 500 165,000 137,500 25,000 575,000 
1956 315,000 210,000 175,000 175,000 875,000 


1957 sen 210,000 i5eb00 175,000 875,000 
TOTAL 5,060,000 1,885,000 1,475,000 ,000 »620,000 


SOURCE: BUREAU OF PUBLIC ROADS, HIGHWAY STATISTICS, 1953, p. 136 
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The act of 1954 authorized expenditures of $875 million a year for the 

fiscal years ending June 30, 1956 and 1957, with apportionment as follows: 
re ete 
Primary highway system in urban areas--$175,000,000. 
National System of Interstate Highvays—$175, 000, 000, 

The primary Federal-aid system consists of 234,407 miles,of which 215,595 
miles are rural highways and 18,812 miles are urban highways, These are the main 
highways of the nation, and the most important highways of this group comprise 
the Interstate Systen, 

The Federal-aid system of secondary or farm-to-market highways comprises 
482,972 miles and includes non-primary routes which best serve the needs of rural 
population, 

The National System of Interstate Highways is limited by law to 40,000 
miles interconnecting the largest cities and important producing areas of the 
country, These routes are to be improved under the 1954 act to high standards 
developed in cooperation with the states, 

Federal participation in primary, secondary, and urban construction is 
limited to half the cost, except in the pubdlic-lands states where participation 
is greater than 50%, 

Federal participation in the interstate System is limited to 60% of the 
cost except in public-lands states, 

Federal-aid funds for the primary highway system are apportioned according 
to (1) area, (2) population, and (3) mileage of post roads, each factor being 
given equal weight. 

Funds for secondary roads are apportioned in the same manner except 


that rural population is used rather than total population. 


Funds for urbaa projects are apportioned in proportion to population in 


municipalities and other urban places of 5,000 or sore. 
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One-half of the funds for the Interstate System is apportioned in the 
same manner as those for the Federal-aid Primary highway system and one-half 
on the basis of total population, 

Apportionments by state and system for the fiscal year ending June 30, 
1957, are shown in Table III. 

Studies of Highway Needs 

Early in 1953, the President of the United States named a Commission 

on Intergovernmental Relations (the Manion Commission) to make a comprehensive 


study of Federal-state relations, and in this connection consideration was given 
to highway programs and their financing, 
In July, 1954, at a Governors’ Conference at lake George, Wew York, Vice 


President Wixon, speaking for President Eisenhower, emphasized the importance 
of highways to the national economy and defense, and requested the governors 

to name a special committee to consider the problem and make recommendations 

to the President, 

Some six weeks following the Lake George address, the President named 
still another special committee to study the highway problem, this one under the 
chairmanship of General Lucius D, Clay. Other members of the committee and their 
principal affiliations were: 

Stephen D. Bechtel 

President, Bechtel Corporation 

San Francisco, California 

David Beck 

President, International Brotherhood 
of Teamsters 

Seattle, Washington 

S. Sloan Colt 

President, Bankers Trust Company 

New York, New York 

William A, Robert 


8 
President, Allis Chalmers Mfg. Co, 
Milwaukee, Wisconsin 


73749 O—5é——_18 
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APPORTIONMENT OF FEDERAL-AID HIGHWAY FUNDS AUTHORIZED 
FOR THE FISCAL YEAR 1957 


Primary aot 


State 
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The Clay Committee collaborated with the Governors’ special committee and 
other interested groups and held public hearings in Washington in October, 1954, 


at which some 22 national organizations testified and made recommendations, 

A fourth highway study was made by the Bureau of Public Roads in collabo- 
ration with all state highway departments Authority for the study was Section 
13 of the Federal-Aid Highway Act of 1954, as follows: 


The Secretary of Commerce is authorized and directed to make 

a@ comprehensive study of all phases of highway financing, including 
a study of the costs of completing the several systems of high- 
ways in the several States and of the progress and feasibility 
of toll roads with particular attention to the possible effects 
of such toll roads upon the Federal-aid highway programs, 

and coordination thereof, and to make a report of his 

findings including recommendations with respect to Federal 
participation in toll roads, to be submitted to the Congress 
not later than February 1, 1955; Provided, That not to ex- 
ceed $100,000 from funds available for administrative expenses 
shall be expended for the purposes of this section. 


The report of the Commission on Intergovernmental Relations was sub- 
mitted to the President in June, 1955; that of the special Governors’ Commit- 
tee in December, 1954, and the Clay Committee report in early January, 1955. 
The Bureau of Public Roads’ report requested by the Congress was submitted 
to that body in March, 1955. 

A substantial part of the Clay Committee's recommendation was based 
on the Bureau of Public Roads' analysis of highway needs and costs, as follows: 


Billions 


40,000 BLlES..recccsceces = interstate systes 
(urban $11, rural $12 billions).... $23 


234,407 miles (except 40,000 miles above) - 
Federal-aid primary (urban $10, 
rural $20 Rlbibelcacece, soe 

482,972 RB leBiccccssccedscecece = Federal-aid 
secondary (rural)....sscsccseee 


717,379 miles - Subtotal, Federal-aid systems (urbans 
a rural PP vccocséccccccasce 


2,620,000 miles - Other roads and streets not 
eligible for Federal-aid (urban $16, 
rural Ge iad cdtiicadccede conten 
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3, 333,379 miles - Total of needs (urban $37, rural $64 
billions)......... $101 


The Clay Committee recommended financing of highway construction by means 
of a Federal highway corporation which would issue approximately $21 billion in 
These bonds were not to be incorporated under the Federal debt limit and 





bonds, 
would specifically state that they were not to be an obligation of the Federal 
government, The President's Commission on Intergovernmental Relations disapproved 





the Clay Committee's bond plan, recommending instead that the program be financed 
The Commission on Intergovernmental 





on something approaching a pay-as-you-go plan. 
Relations had had some six months to study the Clay Committee's recommendations. 
The Governors' Special Committee report was substantially along the lines of the 
Clay Committee report, 
The Clay Committee recommended that primary consideration be given the 
National System of Interstate Highways. To this system,it suggested allocating 


$27 billion, of which $20,235 million would be financed by bonds issued by the 





proposed Federal corporation, $4,765 million by the existing 2-cent a gallon 
Federal tax on gasoline, and $2 billion by the states, Over a 10-year period, 
the total annual expenditures would thus average $2.7 billion a year. Of this 
total, $23 billion was to be spent on the approved 37,600-mile! interstate sys- 
tem and $4 billion on metropolitan circumferential and feeder routes to the 
interstate system. 
The Clay Committee further recommended that $622% million a year be set 
aside for an implied 32-year period to be used as regular Federal-aid for the 
primary, secondary, urban and forest highways during the life of the proposed 
bonds, 
The existing Federal 2-cent fuel tax was theoretically to cover servic- 
ing of the $20,235 million bond issue, provision of an additional $4,765 million 


las of the date of the report, only 37,600 miles of the authorized 40,000- 
mile total for the Interstate System had been designated. No provision was 
made to finance improvements of the 2,400 miles then undesignated on the inter- 
state system, This mileage has since been allocated by the Bureau of Public 
Roads, 
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to supplement the bond issue, and the annual expenditure of $622¢ million on the 
primary, secondary,urban and forest roads for the 32-year bond period, The Clay 
Committee did not recommend an increase in Federal taxes. 


The Clay report, based on the findings of the Bureau of Public Roads, 
estimated total highway needs of approximately $101 billion,of which $68 billion 
would be required for the 717,379-mile Federal-aid system, The report assumed 
that the remaining $33 billion needed for non-Federal-aid highways would be pro- 


vided by state and local governments, 

The Clay Committee estimated that of the deficiency on the Interstate Sys- 
tem, $12 Dillion was in rural areas and $11 billion in urban areas, It found that 
of the authorized 40,000 miles in the system, only 15% was then up to required 
standards, 

The Committee estimated that the existing Federal-aid primary systen, 
excluding the interstate mileage, was 75% deficient and that the Federal-aid 
secondary system was 68% deficient. To correct present deficiencies, it said, 
would require expenditures of $30 billion on the primary system and $15 billion 
on the secondary system. 

The report anticipated, or at least made no recommendation to the contrary, 
that primary roads, (other than the Interstate System) secondary, and urban roads, 
would receive in Federal funds for 32 years no more than $622¢ million a year — 
this despite the fact that the mileage of these systems totals 679,779 and serves 
many more communities, counties and congressional districts than the limited mile- 
age of the Interstate Systen, 

The Clay Committee method of financing with bonds, to be issued outside 
the debit ligit and with no assured source of income to support or retire then, 
would have required estimated interest payments of $11.2 billion, equal to more 
than 50% of the proposed amount of the bonds for construction. The Congress noted 


that money used for interest does not build needed roads, 
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It should be noted, too, that this bond procedure, alluding to the possi- 
bility of allocating all Federal revenues from existing fuel taxes for 32 years, 
would rule out for that period any possibility of financing other needed highway 
improvement from existing Federal funds, It would also have resulted in the 
commitment of revenues from existing Federal taxes for this highway purpose, thus 
making them unavailable for other budgetary requirements, 

Finally, the Clay Committee report gave no consideration to a significant 
finding of the Bureau of Public Roads that an additional $9.7 billion would be 


Tequired for further improvements in the Interstate System before scheduled 
retirement of the bonds, This amount would be for new construction only, main- 
tenance being the responsibility of the states, 

Summarizing, the Clay report estimated total highway needs of $101 billion 
and made recommendations for financing $27 billion of that amount ($25 billion 
from Federal funds) to be expended on the National System of Interstate Highways, 

Congress did not accept the Clay Committee 10-year prograr. 

With reference to all highways and streets over a longer period the Bureau 
in its report said: 

The total estimated needs for the entire 30-year period from 

1955 to 1984, then, amount to $297.1 billion, of which 72% 


is for construction, 23% for maintenance, and five per cent 
for administration, 1 


I Weeds of the Highway Systems 1955-84, House Doc. No. 120, 84th Cong. 
(1st Session) 1955, (p. 19). 


| 
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Chapter II 
USE OF HIGHWAYS 
Small Vehicles and Heavy Commercial Vehicles 

Motor vehicles classed as heavy commercial highway freight vehicles (3- 
axle trucks, tractor-semitrailer combinations and truck and trailer combina- 
tions) numbered in 1955 an estimated 722,000, or 1.19% of all motor vehicle 
registrations, Registrations of motor vehicles by types are shown in Table 
IV for the years 1952, 1954, and 1955.! 

Of the 9,641,000 trucks and combinations registered in 1955, over 
6,000,000 are so small in size and light in weight that they may be classed 
with automobiles, In addition 2.9 million are of the small lightweight type 
used mainly in urban delivery and on farms, These small and light trucks are 
as different from the huge highway freight vehicles in size, weight, and 
freight-hanling capacity as automobiles are different from passenger-carrying 
buses, Yet, there are those who would associate highway freighters with the 
light and small trucks and speak of them together as the "trucking industry," 


Such ap association is erroneous and misleading. 


Vehicle-Mileage and Ton-Mileage 

Estimates of vehicle-wiles traveled by the several types of motor 
vehicles on all highways and streets in 1955 are shown in Table ¥. Although 
the heavy commercial freight vehicles represented only 1.2% of all vehicle 
registrations in 1955, they traveled about 44 of all vehicle-miles, 


lpi gures for all trucks and combinations for 1954 and 1955 are based on a 
study of registrations in 1952 by the Bureau of Public Roads. Government- 
owned vehicles are excluded for the reason that data are not available by 
vehicle classes, 
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TABLE IV 


NUMBER OF PRIVATELY OWNED MOTOR VEHICLES REGISTERED TYPES IN 1952 
AND AS ESTIMATED FOR 1954 AND 1955 


19525/ 1954 (Est.) 1955 (Est.) 
Vehicle Type Wuaber Percent Number Percent Percent 








distri- distri- Distri- 

bution bution but 
Passenger carsa/ 43,654,000 82.96 48,324 ,0004/ 63.50 50,77%,0000/ 83.85 
Buses 145,000 .28 140,000%/  .26 140,008 23 


Single-unit tracks 
Panel and pickup 4,629,000 8.80 4%,941,0003/ 8.58 5,062,000%/ 8.3% 
Other 2-axle, 


betire 882,000 1.68 Beiey/ 1.63 aed 1659 
Qmarle, 6-tire 2 20 3 488 2 
=e f7e 000 5093 Pet 0009 3322 191, 231 


Combinations 
Tractor-semi- 


trailer bhb2,000 84  472,0008/ .81 48 0003/ +80 
Truck-trailer 4bs000 © 308 G7? 0005/ .08 ie 208 


All vehicles 52,617,000 100,00 57,876,0004/ 100.00 60,555,0005/ 100,00 
All trucks and 


combinations 8,818,000 16.76 9,412,000%/ 16,26 9,641,0008/ 15.92 
ar 

rucks 

combinations 661,000 1.25  706,0008 1.22  722,0003/ 1,19 





1/ Government owned vehicles are not included, 

2/ Bureau of Public Roads, Public Roads, June 1954, page 18, Table 2. 
J Includes taxi-cabs, 

4/ Bureau of Public Roads, Table, MV-1, 1954, issued May 1955. 


5/ Based on same proportions of all trucks and combinations as 1952 registra- 
tions by types bear to 1952 total of all trucks and combinations, 


&/ Preliminary estimate of 1955 registrations by BPR, dated angust 28, 1955, 
for all trucks and buses is 10,347,000, including publicly-owned vehicles, 
Tables MV-1 of the BPR show that publicly-owned trucks numbered 390,200 in 


1952, 413,200 in 1953 and 431,000 in 1954, Based on these registrations, 


it is estimated that publicly-owned trucks in 1955 will mumber 451,000. Tables 


MY-1 of BPR show publicly-owned buses as numbering 95,300 in 1952, 
(Contd, on Table Y¥) 
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TABLE V 


TOTAL VEHICLE-MILES OF TRAVEL BY MOTOR ee Se pe AND 
STREETS IN 1952 AND aS ESTIMATED FOR 1955 


1952 2/ 1955 4/ 
TOTAL MILES © TOTAL MILES PERCENTAGE 
TRAVELED TRAVELED OF TOTAL MILES 
VEHICLE TYPE (Millions) (Millions) © ‘TRAVELED IN 1955 


Passenger cars 2/ 409,271 474, 75% 61.89 
Buses, all 3,564 3,457 260 
Single-Unit Trucks 
Panel and pick-up 37,028 
Other 7,598 8,282 
32,679 35,620 
7%, 248 80,930 
1,866 2,034 


Tractor-semi-trailer 15,814 17,237 
Truck-trailer 1,197 1,305 


All Vehicles 505,960 579,717 
All trucks & Combinations 93,125 101,506 


All 3~axle trucks & 
Combinations 18,877 20,576 


Government-owned vehicles are not included, 
Includes taxicabs, 


Vehicle-siles of travel in 1952 taken from Bureau of Public Roads, 
Public Roads, June 1954, page 23, Table 5. 


Vehicle-giles of travel in 1955 have been computed by increasing the 1952 
vehicle mileages in direct proportion to the estimated vehicle registra- 
tions for 1955 as shown in Table IV. 


i 
& Continued =——* > 


103,000 in 1953 and 108,300 in 1954, Based on these registrations, it is 
estimated that publicly-owned buses in 1955 will number 115,000, Subdtract- 
ing the estimated mumbers of publicly-owned trucks (451,000) and buses 
(115,000) from 10,347,000, leaves 9,781,000 private and commercial trucks 
and buses as the estimated registration for 1955. If the number of private 
and commercial buses registered in 1955 is assumed to be the same as in 
1954, namely 140,000 vehicles, and if this number is subtracted froe 
9,781,000, the remainder will represent an estimate of all private and 
commercial trucks registered in 1955, namely 9,641,000 such vehicles. 
From the above mentioned tables, publicly-owned automobiles numbered 
164,000 in 1952, 171,000 in 1953 and 175,000 in 1954, Based on these 
registrations, it is assumed such vehicles will number 180,000 in 1955. 
(Continued on Table VI) 
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as shown in Table VI, passenger cars in 1952 traveled about 81% of all 
vehicle-miles but accounted for only 55% of gross ton-miles, Commercial buses 
traveled about six-tenths of one per cent of all vehicle-miles and accounted 
for 2k of gross ton-miles, Heavy freight vehicles (3-axle single-unit trucks, 
tractor semi-trailers, and all truck and trailer combinations numbering to- 
gether 1.2% of all registered vehicles) traveled about 44 of all vehicle-miles 
but accounted for 228% of gross ton-miles, Stated another way, all automobiles 
accounted for only 2% times as many gross ton-miles as the heavy commercial 
freight vehicles, although the passenger cars had 22 times as much total 
vehicle mileage, 


Automobile Trips are Predominantly Short 

Automobile traffic is essentially local in character, In considering 
the nation's highway network, especially the selected 40,000-mile interstate 
highway system, this important fact is often overlooked, 

The U. S. Bureau of Public Roads in its annual report for the fiscal 
year 1954 says at p. 34: 


Information available from analyses of data from five 
states in which the analyses were well advanced showed that 
travel on the highways is predominantly short-distance travel, 
In these five states, 60% of the passenger-car trips were less 
than 5 miles one-way length, and 79% were less than 10 miles, 
Only 1% of the trips were 100 miles or longer, 


Ime latest data available for estimating total ton-miles of travel on all 


highways and streets are those for 1952 published in studies by the Bureau 
of Public Roads, Gross ton-miles in Table VI were computed by using 
average operating gross weights (gross weight being the average weight of 
the vehicle and any load, some being empty, some partially loaded and some 
overloaded) calculated by the Bureau for the various types of vehicles, and 
vehicle-mileages estimated by the Bureau, It should be noted that these 
data do not fully reflect the maximum gross weight responsibility of the 
heavy vehicles for their highway use, 
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TABLE VI 


ESTIMATED TOTAL GROSS TON-MILES BY MOTOR VEHICLE TYPES OW 
ALL HIGHWAYS AND STREETS IN 1952 


VEHICLE TYPE TOTAL MILES TRAVELED 2/ AVERAGE TOTAL GROSS TON-MILES 
ti OPERATING AT AVERAGE OPERATING 
GROSS WEI GROSS WEICHT 
TONS Amount 


‘Amount 
(Millions) Percentage (Millions) Percentage 


Passenger cared 409,271 80.89 811,380 55206 
Buses, commercial 3,194 63 36,731 2.49 
Buses, other 370 207 2,146 015 
Single-Unit Trucks 

Panel and pick-up 33,971 6.72 78,813 5035 
Other 2-axle, 4—tire ' 1.50 22,163 1,50 
2-axle, 6=tire 6446 5.842 190,911 12.95 
J-axle 866 .3? 22,028 1.89 


Combinations; 
Tractor-senmi- 
trailer 15,814 3012 281,505 19,10 
Truck-trailer 1,197 224 28,060 1.91 
All Vehicles 505,960 100,00 1,473,737 100,00 


All trucks & 
Combinations 93,125 18,41 623,480 42,30 


All 3-axle trucks 
& Combinations 18,877 3073 331,593 22.50 


Government-owned vehicles are not included, 


Miles of travel, percentages of miles traveled, and average operating gross 


weights are taken from Bureau of Public Roads, Public Roads, June 1954, 
Table 2 on page 18 and Table 6 on page 24. 


Includes taxicabs, 


Additional note to Table 1¥ 

& Contimed 
Subtracting these from 50,954,000 publicly and privately-owned automobiles 
as estimated by BPR for 1955, leaves 50,774,000 privately-owned automobiles 
registered in 1955. Therefore, the total number of motor vehicles, ex- 
cluding publicly-owned vehicles, registered in 1955 is estimated to be 
60,555,000, being the sum of 140,000 buses and 9,641,000 trucks and 
50,774,000 automobiles. 
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The report notes that, owing to their length, the 1% of trips 100 miles 
or longer accounted for 22% of the total vehicle-mileage of automobiles, 

The Bureau of Public Roads has since continued its studies of automobile 
trips. In a letter dated September 2, 1955, it described as "preliminary un- 
published data derived from reports of motor-vehicle-use studies conducted in 
twelve States," the foliowing: 


On trip 1 fe etal 
es 
(percent) percen 


t) 
Under 5 5925 13.4 
5-9 19,8 15.4 
10-14 8.2 11.3 
15-19 4,3 8.5 
20=29 3.8 10.7 
30-39 1.7 6.6 
Long 0,8 4.3 
50=99 1.2 10,1 
100 and over 0.7 19.7 
All trips and travel 100,90 100,9 


Nearly 80% of the trips were for distances under 10 miles and 98% were 
for less than 50 miles, Over 70% of the vehicle-mileage of passenger cars in 
these 12 states was accumulated on trips of less than 50 miles, 


Range of Highway Freight Operations 

Automobile travel is in striking contrast with the extended range of 
motor freight vehicles operated in over-the-roai service, Reports to the 
Interstate Commerce Commission by highway freight carriers subject to its juris- 
diction show that in 1953 the average haul of freight commodities transported 
by Class I motor carriers was 242 wiles. A trend toward even longer-range 
intercity trucking operations is evident in the fact that in 1945 the average 
haul was only 177 ailes,! 

Those who operate heavy commercial freight vehicles for profit on 

blicly-provided s would, therefore, be princi users, and princi 


beneficiaries, of an interstate system of superhighways. 
Tamerican Trucking Trends, 1955, published by the american Trucking Associations, 
Inc., De 5 


ht tl 


: 
¢ 
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This prospect is further demonstrated by the far-flung operations of 
many motor freight carriers at the present time, to wit: 


1. Pacific Intermountain Express, the second largest motor 
freight firm in the country, has routes extending from Los 
Angeles and the San Francisco bay area to St. Louis and 
Chicago, A subsidiary, West Coast Fast Freight, operates up 
and down the Pacific Coast and into Montana. In 1954, Pacific 
Intermountain Express's average haul was 1500 miles, while West 
Coast's was 630 miles, The average patensi te power unit of 
Pacific Intermountain Express ran 170,000 aijes in 1954, while 
the industry average was about 52,000 miles, 


2. Consolidated Freightways, Inc., is a common carrier operating 
in Oregon, Washington, California, Idaho, Utah, Nevada, Montana, 
Worth Dakota, Minnesota, Wisconsin and Illinois, This carrier 
also recently filed for authority to purchase the irregular route 
mineral and heayy hauling rights of arrowhead Freight Lines, Ltd., 
of Los angeles, 


3. Associated Transport, Inc., the nation's largest motor 

freight carrier, operates more than 4,000 vehicles and more than 

- terminals and subterminals, serving an area from Boston south 
to Atlanta, and from New York” west to Cincinnati and Cleveland, 


&, S. &W, Motor Lines, Inc., has common carrier operating rights 
spreading over the area east of the Mississippi with the exception 
of the six New England states, 


5. Southeastern Truck Lines, Inc., Nashville, and T.1.M,8., Inc., 
Lubbock, Texas, were recently reported to have reached agreement 
on a plan to merge into a single operation which would have more 
than 5,000 miles of routes, The two carriers presently have 
terminals in 11 States, located in Nashville, atlanta, Cincinnati, 
Evanston, St. Louis, Little Rock, Paducah, Memphis, Tulsa, 
Oklahoma City, Lubbock, El Paso, Tucson, Phoenix, Los Angeles and 
in several other cities, Barlier this year, T. I. M. EB. joined 
with Super Service Motor Freight Co., Inge, Nashville, to offer 
six-day coast-to-coast freight delivery. 





2 

address by Philip H. Small, Vice President-Pinance, Pacific Intermountain 
Express Company, before the Boston Society of Security Analysts, November 
21, 1955-6 

transport Topics, September 26, 1955, De 16 

‘pransport Topics, October 3, 1955, Pe 8 

Stransport Topics, October 3, 1955, Pe 9 


Stransport Topics, October 3, 1955, Pe 1 
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Many trucking companies are broadening their operations through 
mergers and acquisition of smaller lines, Mr, Philip H, Small, in addressing 
the Boston Society of Security Analysts, said that "1955 has been the most 
active year for trucking mergers in the history of the trucking industry." 
One of the reasons cited was that "The merger climate is favorable down in 
Washington...." He also said that there is now less resistance to mergers 
from the trucking industry and from the railroads,” 


Commercial Use of Highways 

The following data show how transportation of freight on the 
highways has grown in relation to that on the railroads, and also that heavy 
truck traffic has grown more rapidly than automobile traffic on the highways. 

The estimated volume of commercial intercity freight traffic on the 
highways, as compared with traffic of other forms of transportation, is shown 
in Tables VII and VIII for 1939-1954, Commercial motor carrier freight traffic 
in this period increased 306% or nearly five times the railroad traffic in- 
crease of 64% in the same period, ‘Thus, the motor freight carriers have in- 
creased their proportion of total intercity freight traffic, especially since 
World War II. 

Most commercial intercity highway freight traffic is private or 
otherwise unregulated, As shown in Tables IX and X, common carriers of highway 
freight account for a relatively small part of intercity highway freight 
traffic, 

The exempt (from regulation) for-hire group of highway freight 
transporters, included in the "other" category of Tables IX and X, has been 


expanding even more rapidly in recent years than the private carrier group. 


"op. Cit. Philip H. Small, 
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Table VII 


ESTIMATED TON-MILE DISTRIBUTION OF INTERCITY FREIGHT TRAFFIC, 
PUBLIC AND PRIVATE, IN THE UNITED STATES, 
BY KINDS OF TRANSPORT AGENCY, 1939-1954 * 


railroads Elec- 
Year (incl, tric Motor Great Rivers oil Air 
wail and rail- trucks Lakes and pipe carri- Total 


express) roads a 2 Canals lines ers 
Millions of Ton-siles 
199 338 125 725 52821 68960 19937 55 602 12 5% 182 
1 278 352 89 62007 987593 22412 59277 14 610 504 
1941 73 1026 81156 108101 26815 68428 19 762 275 
1942 644290 1 132 3 8 112 393 26 398 «4675087 ~ & 919 187 
1943 733 525 1 30h «56 104 005 26 36 97 87 53 1 019 586 
1944 745573 1339 58 105 620 31 365 132 864 71 1 07% 899 
1945 689 581 1228 66 61 102 092 29 709 126530 91 1S oe 
194% 601042 1027 81676 87 081 7S 727 (93 i? 
1947 663 442 1061 101 663 101 415 2 105 161 158 1 007 469 
1948 646 359 908 115 467 107 407 43.139 119 597 223 1 033 100 
1949 533 862 3 124 88 299 41 893 114 916 235 904 986 
1950 2% 992 170 1 100 055 51 657 129175 318 1 O48 29 
1951 6 339 1014 182 467 105 895 62 232 152 115 379 1 158 441 
1952 622 347 1026 188106 89 458 6 83? 157 502 415 1 118 691 
195 613 171 1028 217200 112 066 656c 169 900 413 1 182 43% 
1 555 600 1000 214 600 79969 69 40kc 179 200 397 110017” 


* Excludes coastwise and intercoastal traffic, 

& Highway ton-siles include movements between cities and between rural 
areas and urban areas; rural-to-rural movements, city deliveries and 
city movements to contiguous suburbs are omitted, 

DU. S. domestic traffic only. 

¢ Excludes 6,4 billion ton-miles in 1953 and 13,1 billion ton-miles in 
1954 reported for Atlantic and Gulf Coast rivers not previously covered 
to maintain comparability with years prior to 1953. 

p Preliminary. 


Sources: Interstate Commerce Commission, Bureau of Transport Economics and 
Statistics, Statement No. 544, March 1954; 1953 and 1954, I.C.C., 
" t Economics," October 1955. 
Waterways traffic data are from annual reports of The Chief of 
Engineers, Department of the army, Data for 1953 and 1954 are from 
Corps of Engineers, "Water-Borne Commerce of the United States," 
Part 5, 1953 and 1954, respectively. 
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ESTIMATED PERCENTAGE DISTRIBUTION OF INTERCITY FREIGHT TON-MILES, 
PUBLIC ASD PRIVATE, IN THE UNITED STATES, 


BY KINDS OF TRANSPORT AGENCY, 1939-1954 


Rivers Oil 
pipe 
lines 


11,6 
12,7 
13.1 
tet 


14.4 
16,3 


Total 


100.0 
100.0 
100.0 
100,0 
100.0 


100,0 
100.0 
100,0 
100.0 
100.0 


100.0 
100.0 
100.0 
100.0 


100.0 
100.0 
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Table IX 


DISTRIBUTION OF INTERCITY FREIGHT TRAFFIC, 
BY TYPES OF HIGHWAY CARRIERS, 1939-1954 a 


Intercity ton-miles of intercity 
carriers, Class I, Il and Il] b 


Other c 
Contract 


(2) 
Millions of 


so 
- 
_ 


RRS S 
R883 


SERB BERE 
EYBSS 
SESS 


RAT SSBRT 
x 
3 


eS F 

RE S&S¥ 
BSS 
E 


SESS Bess 
3 


1952 


1953 
1954p 214 600 


a "Intercity" includes movements between cities and between rural areas 
and urban areas. The urban portions of such movements are included. 
Rural-to-rural movements, city deliveries and city movements to contig- 
uous suburbs are omitted. 
Interstate Commerce Commission, "Transport Economics," November 1955, p. 11 
Includes private carriers, for-hire carriers of only commodities exempt 
under the Interstate Commerce Act, carriers for hire is wholly intra- 
state operations, and the relatively minor intercity and other rural- 


NM ANUS FNNNN NNWY S 


on 
38 
$2 2 
g2 § 


road operations of "local" Class I, II, and II] carriers. Derived by 
deducting column (3) from column (5). 

Interstate Commerce Commission, Bureau of Transport Economics and 
Statistics, Statement No. 544, March 1954, page 4; for 1953 and 1954, 
"Transport Economics," October 1955. 

Prelizinary. 
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Table x 


PERCENTAGE DISTRIBUTION OF INTERCITY FREIGRT TRAFFIC, 
BY TYPES OF HIGHWAY CARRIERS, 1939-1954 


Intercity traffic of intercity 
carriers of Class I, II, and III 


Total 
Common Contract common and Other 
contract 


(1) (2) (3) 


37.2 
33.4 
33-1 
46.9 
50.9 


46.9 
41,0 
373 
37.1 


38.3 
38.6 
39.6 
38.5 


35.2 
32.3 


(Derived from Table IX) 


28,0 
28.6 
42,4 
46.5 
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In its 67th annual Report dated November 2, 1954, the Interstate Commerce Com- 
mission said at page 4: 
Much is said in current discussion about the rapid extension 

of private transportation, particularly as it relates to the high- 

way field, As was pointed out in our last report, private inter- 

city motor transportation has grown materially in recent years, 

but its growth has been less than that of for-hire transportation. 

The greatest relative increase has been in transportation exempt 

from regulation under the Interstate Commerce Act. 

This large and growing "exempt" segment of intercity freight transporta- 
tion is essentially private in character, though on a for-hire basis. It is 
not regulated, common carrier service to the general public. The vast and 
growing extent of these commercial highway operations for private gain is 
important in considering how costly highway improvements should be paid for 


and by whom they should be paid, 


Characteristics of Truck Traffic 

The very rapid expansion of heavy truck operations in the past eighteen 
years is treated in an article in Public Roads for December 1955, published by 
the United States Burean of Public Roads, Statistical data derived from state 
highway planning surveys since 1936 show strong growth in travel in all major 
vehicle categories and identify the heavy highway freighters as the fastest 
growing group of all, Since 1936, freight-carrying vehicles have increased 
substantially in size and in use and they now haul far heavier loads over many 


times more miles each year than in pre-World War II] years! 


The report pertains almost entirely to travel on main rural roads, where 
the largest part of heavy vehicle travel is accumulated, Travel by all trucks, 
large and small, in 1954 was divided among the major classifications of roads 


Y All data in this section were taken from “Traffic and Travel Trends, 
1 blic Road 


»" an article appearing in s, December 1955, published by the 
U. S. Department of Commerce, Bureau of Public Roads, 
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as follows: 
Estimated vehicle-miles 
(millions) 
Rural roads 68,374 


Mail rural 45,553 
Local rural 22,821 


Urban roads diel “oof 

Illustrative of the long-haul character of operations by truck combina- 
tions, the largest and heaviest category of trucks, the study contains a chart 
which "illustrates the prevalence of truck combinations on main roads and, con- 
versely, the relative infrequency of these vehicles on the local /rural/ roads, 
Travel by truck combinations constituted almost one-third of all travel by 
freight-carrying vehicles on the main roads, while this means of transporta- 
tion composed less than one-tenth of the total on the local roads, Put in terms 
of averages, one mile of main road carried 106 tractor-trailer combinations per 
day in 1954, while the equivalent figure for local roads was less than 3," 
(pe 234) 


Heavy Vehicle Travel on Main Rural Roads 

Heavy vehicle travel on main rural roads, according to the study, has in- 
creased much more rapidly than vehicle-miles by lighter vehicles, "For the 
entire period from 1936 to 1954, inclusive, anmual travel of passenger cars in- 
creased 135 per cent; single-unit trucks, 149 per cent; and tractor-trailer com 
binations, 425 per cent." (p. 235) 

A similar comparison with 1940 as the base year shows "that total travel 
in 1954 was 98 per cent greater than it was in 1940, that passenger-car travel 
was 93 per cent greater, while truck and truck-combination travel increased 
116 per cent. Single unit truck travel increased 8 per cent (less than 
passenger cars), while tractor-trailer combination travel increased 229 per cent," 
(pp. 235-236) Combinations accounted for 6.68% of the vehicle-miles on main 
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rural roads in 1954. It was shown earlier that such combinations represent 
less than 1 percent of all motor vehicles registered, 


Increased Vehicle Weights 

Freight vehicles have increased substantially in size and weight as well 
as in miles traveled. The report states: “the weights of single-unit trucks, 
loaded or empty, have changed little in the period of years included, being 
only about 10 per cent greater in 1954 than in 1936, Truck-combination weights, 
on the other hand, have increased rather steadily throughout the period—the 


loaded weights being about 61 per cent greater and the empty weights about 73 
per cent greater in 1954 than in 1936." (p. 236) 
In 1954, 68% of the truck travel was by loaded vehicles. However, this 


is an average for all trucks, “Panels and pickups...travel loaded less than 
40 per cent of the time." (p. 241) On the other hand, "many of the truck 
combinations are common carriers which seldom are operated empty, inasmuch as 
they continually are picking up and discharging freight, They are found 
loaded, therefore, in larger proportion than the large single-unit trucks." 
(p. 242) “The vehicle-mileage of loaded single-unit trucks in 1954 was about 
double that in 1936, while the vehicle-mileage of loaded combinations was 
nearly five times that in the earlier years." (p. 239) 


Heavier Vehicle Loads 
Loads carried by highway freight vehicles have increased substantially. 


"For the period 1936=—54 the increase in average carried load was 29% for single- 
unit trucks and 58% for truck combinations. Due to the increasing use of truck 
combinations, the average weight of loads carried by all trucks and truck com 
binations had a still greater increase, amounting to 98%." (p. 239) 

The combination of greater vehicle-mileage and heavier loads increased 
the ton-miles of carried loads, "For the period 1936-54, the increase 





288 HIGHWAY REVENUE ACT OF 1956 





was 156% for single-unit trucks, 681% for truck combinations, and 414 for all 
vehicles." (p.239) 


Heavy Gross-Load Frequencies 

The frequencies of gross loads in the heavier categories have increased 
tremendously, A table shows that of every 1000 loaded and empty truck combina- 
tions on main rural roads in the summer of 1954 an average of 580 weighed 
30,000 pounds or more; 378, 40,000 pounds or more; and 211, 50,000 pounds or 
more, Three-axle single-unit vehicles occurred less frequently in these cate- 
gories, There were 296 single-unit trucks per 1000 grossing 30,000 pounds or 
more and only 59 and 10 per 1000 beyond the 40,000 pound and 50,000 pound marks 
respectively. (Table 11, p. 245) "Since the beginning of the planning surveys 
in the 1936=37 period, the frequency of loads of 30,000 pounds or more in- 
creased almost 350%, those of 40,000 pounds or more increased over 1,000%, and 
those of 50,000 pounds or more increased more than 2,000%." (p. 243) 

The foregoing increases in frequencies of large combinations in the : 
traffic stream reflect only part of the very greatly increased use of such 
vehicles, for total traffic volumes were much greater in 1954 than in 1936, 
",.eethe vebicle-miles traveled by trucks and combinations, weighing 30,000 
pounds or more, was over 1,000% greater in 1954 than in the prewar year 
[4936-37 period7, see.the travel of those weighing 40,000 pounds or more was 
over 3,000% greater, and...the travel of those weighing 50,000 pounds or more 
was over 6,000% greater." (p. 244) 


Heavy Axle Loads 
In 1954 there were 175 axles weighing 18,000 pounds or more, per 1000 


loaded and empty truck combinations, For every 1000 combinations there were 
54 axles weighing 20,000 pounds or more and 21 weighing 22,000 pounds or more, 
The trend of heavy axle-load frequency was upward from 1936 to 1950, and since 








HIGHWAY REVENUE ACT OF 1956 


1950 it has been downward, (Table 12, p. 248) The principal reason for this 


reduction in heavy axle load frequencies is: “many truckers are replacing 


their single-axle semitrailers with tandemaxle types, and the loads are there- 
fore distributed over a larger number of axles," (p. 245) 

Other aspects of the increasing highway demands of heavy vehicles, and 
their special requirements are considered in Chapter VI. 
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Chapter III 
USER CHARGES AND EXCISE TAXES 
State User Charges—Types, Yields, Trends 

The principal sources of state highway-user revenues are the motor fuel 
tax and vehicle license or registration fees, Smaller revenues are obtained 
from motor-carrier levies and from miscellaneous fees for operators and chauf- 
feurs permits, certificates of title, etc. Highway user revenues in 1952 were 
reported by the Bureau of Public Roads, as follows: 

Of the total of $3,088 million of State motor-vehicle tax 
payments made in 1952, fuel-tax payments accounted for $1,968 

million or 64%; registration-fee nts, $910 million or 29%; 

motor-carrier tax contributions, million or 2%; and drivers’ 

licenses, miscellaneous fees, etc., $146 million or 5%,1 

For the year 1954, revenues totalled $3,623 million, of which $2,306 million 
was from fuel taxes, $1,064 million from registration fees, $83 million from 
motor-carrier taxes, and $170 million from other fees, The percentage distribu- 
tion was the same as in 1952. 

State motor fuel taxes on gasoline vary from a low of 3 cents a gallon in 
Missouri to a high of 7 cents in ten states. On diesel fuel, the variation is 
from 3 cents a gallon in Missouri to 9 cents in Montana, 

State registration fees for selected vehicles were reported in a 1953 
study by the Bureau of Public Roads,2 The lowest annual registration fee for 
an automobile having a gross weight of two tons was $3.00 in Alabama and 
Louisiana and the highest was $28.76 in Oklahoma, The average for all states was 
$11.95. The lowest annual registration fee for a 4-axle gasoline tractor-semi- 
trailer having a gross weight of 25 tons and operating as a private or contract 
carrier was $65.00 in Colorado, and the highest was $789.00 in Illinois. The 
Bureau's study did not include vehicles operated by common carriers. 


All states have recognized that a motor fuel tax, by itself, falls far 


lBureau of Public Roads, Public Roads, June 1954, p. 17. 
2Bureau of Public Roads, Public Roads, April 1953, pp. 127-153. 
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short of being an equitable highway user charge (See Chapter IV, “Deficiency of 
Fuel Taxes as User Charges") and all states have accordingly supplemented the 
fuel tax with additional charges. These supplemental user charges are usually 
registration fees graduated according to vehicle sizes and weights. The regis- 
tration fee, however, cannot fairly allocate highway costs, as between the light 
and heavy vehicles, because it does not reflect mileage operated, and therefore 
actual highway use. Moreover, reciprocity agreements among the states have 
generally exempted out-of-state vehicles from the payment of registration fees. 
In addition to motor fuel taxes and registration fees, several states have 
enacted mileage and other special taxes, such as gross receipts taxes and weight 
and capacity taxes, on motor carriers of property and/or passengers. The sile- 
age tax is usually on the basis of net ton-miles, vehicle-miles, axle-niles, 
passenger-miles, passenger-seat miles, a combination of loaded or unloaded weight 
and distance, or a combination of declared gross weight and distance. These 
supplementary taxes were enacted because the several states, in seeking sources 


of additional revenue for the maintenance and construction of their highways, 


found that the heavier vehicles were not paying their fair share of highway 
cost when they paid only the required registration fees and fuel taxes. The 
trend toward special charges for heavier vehicles should increase as more states 
adjust their highway user charges to present dollar values and to estimated 
highway financial requirements. 

Between 1940 and January 1, 1955, only 23 states substantially increased 
their charges (other than on motor fuel) on a standard heavy vehicle.! In the 


For this sis t ollowing s of charges vere conside to be h 

user payments: 1) registration fees, 2) licenses, 3) weight-mileage taxes, 4) 
gross receipts taxes levied for highway purposes, and 5) privilege taxes on 
highway carriers, Motor fuel charges were considered separately. A standard 
vehicle with the following specifications was used: Tractor-semitrailer, 3 axles, 
pneumatic tires, rated capacity 8 tons (tractor 3, semi-trailer 5), empty weight 

of combination 18,000 pounds (tractor 8,000 and semi-trailer 10,000), gross 

weight 40,000 pounds (tractor 20,000 and semitrailer 20,000), payload 22,000 
pounds, 93 horsepower, The standard vehicle was assumed to be a common carrier 
operating interstate, Tax data for 1940 from "Compendium of Certain Laws Pertaining 
to Motor Carriers and General Information on the Subject," prepared by the Associa- 
tion of American Railroads, Competitive Transportation Research, Eastern-Southern 
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other 25 states and the District of Columbia charges either did not change, or 
were reduced, or were increased by less than 20%. Included in the latter group 
are those states where slight changes resulted incidentally from revision of the 
forw of user charges rather than from positive measures to raise their level. 

Costs of highway construction from 1940 through 1954 more than doubled, 
with similar increases of maintenance costs, The price index for Federal-aid 
highway construction issued by the U. S. Bureau of Public Roads rose from 100 
for 1940 to 211.1 for 1954. States which have not increased user charges are 
thus attempting to provide highways adequate for present needs with user charges 
geared to 1940. 

Changes over the same period in motor fuel taxes have been more general, 
with 36 states and the District of Columbia having increased this type of user 
charge by one cent or more per gallon since 1940. The weighted average gasoline 
tax per gallon for all states was 3.96 cents in 1940 and 5.19 cents in 1954, an 
increase of approximately 30 per cent. 

Since January 1, 1955, the following 13 states have increased their rates 
of motor fuel tax: Alabama, Connecticut, Georgia, Iowa, Maine, Michigan, Montana, 
Nevada, North Dakota, Pennsylvania, Texas, West Virginia, and Wisconsin. 

F lA t cis es 

The Federal tax structure contains an extensive and varied list of selec- 
tive excise taxes, certain of which are commonly referred to as automotive excise 
taxes. These are the excise taxes on gasoline, diesel fuel when used in highway 


vehicles, lubricating oil, automobiles and trucks, tires and inner tubes, and 
accessories and parts, 


Kote 1 con’ tyRegion, September 5, 1940. Current data from "Digest of State 


Laws Pertaining to the Regulation and Taxation of Motor Vehicles," Association 
of American Railroads and the Association of Western Railways, December, 1954. 
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These excises are considered here because it has sometimes been suggested 
that they may be regarded as payments by highway users to be offset against or, 
in accordance with the so-called "linkage" theory, associated with Federal aids 
to highway construction, Actually, none of these excise taxes was imposed as a 
user charge and Congress has never declared revenues from them to be dedicated 
for highway purposes, Like the other Federal excise taxes, for example, those on 
radio receiving sets, mechanical refrigerators, sporting goods, cameras, candy, 
chewing gum, cosmetics, soft drinks, furs, jewelry and many other items, the ex- 
cises which relate to automotive transportation were levied originally and have 
remained in effect as sources of general revenues to meet the government's budget- 
ary requirements. 

The automotive excise taxes, except the diesel fuel tax, are not even is- 
posed upon highway users but are levied specifically upon the manufacturers or 
producers of the articles to which they relate. The Federal tax on gasoline, for 
instance, is levied upon the producers and, unlike the state gasoline user taxes, 
applies regardless of the use to which the gasoline is actually put, whether as a 
cleaning agent or as a source of power for a farm tractor, a stationary engine, a 
motor boat, an airplane, a railroad motor car or a highway vehicle. 

In particular, the suggestion has been made that the levy of an excise tax 
on diesel fuel consumed in highway vehicles, as provided in the Revenue Act of 
1951, indicates that the linkage theory has been accepted by Congress, The record 
is clear, however, that this diesel fuel tax was not enacted as a highway user 


charge, but for the specific purpose of relieving a discriminatory situation 


against highway vehicles powered by gasoline. In its report (No, 586, June 18, 


1951, Rev, Act of 1951, p. 43) the House Committee on Ways and Means plainly 
stated the reason for the diesel fuel tax as follows: 
Your committee believes that the taxation of diesel fuel on high- 
ways on the same basis as gasoline is necessary in order to prevent 
Ghanviegendnen against vehicles powered by gasoline. 


The Senate Committee on Finance (S, Rept, No. 781, September 18, 1951, p. 
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97) gave the same explanation of the nature and purpose of the excise tax on 
diese] fuel used by highway vehicles. 
both gasoline and diese] fuel does not eliminate the discrimination because 













In fact, a tax of 2 cents a gallon on 





gasoline-powered vehicles consume more fuel, i.@., obtain fewer miles per gallon, 
than diesel vehicles of equal size and weight. 
Plausible relationships can, of course, be suggested between some or all of 
the Federal automotive excise taxes and Federal highway aid. 





Such connection will, 
no doubt, continue to be emphasized as long as the contention seems persuasive, 
even though it lacks support in law or fiscal policy. 

























If the Federal excise tax on 
motor fuel can be regarded as a highway user charge, with equal plausibility the 
revenues from the excise tax on telephone service, for one example, could be claimed 
for the special benefit of American Telephone and Telegraph and its customers, The 
same observation would apply to all the other Federal excises, all of which are 
true taxes, as distinguished from user charges for special services or facilities 
provided by the @vernment. 
Whether and when the Federal excise tax on motor fuel and the other auto- 
motive excises might be repealed is another question involving many fiscal and 
budgetary considerations, just as in the case of many other Federal excise taxes 
on a variety of commodities and services, for example, the excise taxes on the 
transportation for-hire of persons and property to which the railroads and some of 
the highway carriers are subject. The motor fuel and other automotive excise 






taxes should be considered along with those others, but not singled out in a pre- 
ferred position. 
Even if the theory of linkage with reference to the Federal motor fuel 
excise tax were soundly based, this Federal tax could not result in user charges 
properly related to the highway use and the cost responsibilities of the different 
Classes of automotive vehicles. 









The deficiency of a motor fuel tax as a sole user 
charge upon the larger and heavier vehicles is shown in Chapter IV. For the 





Federal Government, contrary to the experience of the states in such matters, te 
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rely solely epon revenues produced by such a tax gs support for an enlarged 
Federal program of highway aid would be a step backward from the sound development 
of adequate and equitable highway user charges. 

Congress could have, but did not, enact any of the automotive excise taxes 
as highway user charges or, by declaration or in any other way, dedicate their 
proceeds for highway expenditures. When Congress has imposed taxes for special 
purposes and to finance particular programs it has been careful so to state. The 
taxes imposed under section 1607 of the Internal Revenue Code for support of the 
program covered by the Social Security Act are an example. Another is the pro- 
vision made for financing the conservation of wild life from the proceeds of the 
excise tax on firearms, shells and cartridges (16 U.S.C, 669b). Similarly, the 
revenues derived from the sale of the Federal migratory bird bunting stamps are 
set aside in a special fund “to be known as the migratory bird conservation fund." 
(16 U. S. C. 718d). 

Both the Comptroller General of the United States (Hon, Joseph Campbell) and 
the Secretary of the Treasury (Hon. George M, Humphrey) have recently stated before 
committees of Congress that the existing Federal automotive excise taxes are general 
revenue taxes and not highway user charges.1 

The nature and status of the Federal automotive excise taxes are so clear 
as to leave no room for dispute, and there wuld be none if it were not for efforts 
by certain groups of highway users to claim for their particular advantage the 
revenues from these taxes, A significant shift of position has occurred with 


reference to the automotive excises, Until recently, affected groups have recog- 


nized and firmly held to the view that all of the Federal automotive excises are 
general taxes and have emphasized their temporary nature in seeking repeal or 
modification. Wow, however, some of these affected groups, viewing less hopefully 
a 5a ee 
Works on 4H. B. t mg., lst sess., May 17, 1955, p. 619; and 


before the Senate Committee on Public Works, on S, 1046, S. 1072, S. 1160 and S 
1573, G4th Cong., lst sess., March 22, 1955, p. 54% 
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than before the prospects for repeal of the automotive excises generally and of 
the motor fuel tax in particular, seek to have the latter diverted to their 
advantage in additional spending on highways by the Federal Government without 
any accompanying user charges to finance such an expansion of Federal aid. 

The trucking industry, in 1947 and again in 1950, sppeared before the 
House Committee on Ways and Means in support of the repeal of the automotive excise 
taxes and in each instance characterized them as "a contribution to the general 
revenues of the Government for which no special benefits whatever are derived."! 

In 1955, however, the American Trucking Associations took a different 
position, its representative testifying as follows before the H,use Committee on 
Public Works: 

For many years, in common with numerous other groups and organiza- 
tions, it was our position that the Federal fuel taxes and automotive 
excise taxes should be repealed. 

This position was based upon the legislative history of these taxes 
as well as the legislative history of the Federal highway-aid program. 
Historically, there was no connection between the Federal highway-user 
taxes and the Federal highway-aid program.2 
Never to this day has Congress changed the status of these fuel taxes and 

the other automotive excises as general taxes nor has it dedicated their proceeds 
for highway aid, Nevertheless, the trucking industry has altered its traditional 
position and now endeavors to encourage a view that the existing Federal automotive 
excise taxes are to be regarded as highway user charges rather thans general 
revenue taxes, thus promoting greater Federal highway aid without cost to highway 
users, Mr, Lawrence further testified before the House Committee on Public Works 


in May 1955: 


ljohn ¥, Lawrence, Managing Director, American Trucking Associations (1947) and 
Harry B. Boot, Attorney, American Trucking Associations (1950), appearing before 
the House Committee on Ways and Means. 1947 - Transcript of Hearings, Part 1, 
Excise Taxes, p. 714; 1950 - Hearings Held February 17, 1950. 

2Stetement of John ¥, Lawrence, Managing Director, American Trucking Associations, 
Inc., Hearings before the House Committee on Public Works, S4th Congress, lst sess., 
on H. R, 4260, May 12, 1955, p. 529. 
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The legislative history of more recent years has given a 
strong indication of revised congressional thinking -- a tendency to 
relate and establish a link between the highway-user taxes and the 
Federal highway appropriations. 


Congressional sponsors of Federal highway-aid legislation in 
recent years have cited collection of the highway-user taxes as one of 
the justifications for the gradually increasing aid program, although 
the taxes have always substantially exceeded the appropriations . ... 


This revision of congressional thinking, this rather clear-cut 
congressional decision to treat the fuel tax and the automotive excise 
taxes as highway user taxes and to relate them to Federal highway expen- 
ditures, has caused the trucking industry and many other groups to reap- 
praise their long-standing position in favor of repeal. 
In the face of clear-cut congressional actions to the contrary, it 
appeared that our long-standing and flat position in favor of repeal of 
the taxes had been rendered unrealistic, 
Therefore, at its annual meeting in 1953 our board of directors 
expanded our organization's policy to embrace a recommendation that if 
the Federal taxes were to be continued as highway user charges the level 
of Federal highway appropriations should be increased to a level at least 
approximating the Federal fuel taxes, and that the bulk of the increase 
be earmarked for improvement of the National System of Interstate Highways.! 
Contrary to these assertions, the Congress has not made any “decision to treat 
the fuel tax and the automotive excise taxes as highway user taxes and to relate them 
to Federal highway expenditures." Attempts to accomplish that result by loose assoc- 
iation and without any supporting policy action of the Congress are wholly unvar- 
ranted. This kind of tacit "“earmarking" of general tax revenues in behalf of 
particular expenditure programs would have most serious implications with respect 
to sound tax and fiscal policies of the government. If large portions of existing 


general tax revenues could be thus claimed and committed, without regard for the 


necessity of providing additional revenues required to offset the additional expendi- 


tures, effective control of the Federal budget would be impossible, 

The disintegrating effects upon the Federal budget of passing over the 
revenues from the automotive excise taxes to finance highway expenditures may be 
further indicated by considering the yields from these general revenue taxes at the 


rates currently in effect: 


lIbid., p. 530. 
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Federal Revenues from Automotive Excise Taxes! 


Revenue in calen- 
der year 1954 


Article Unit _Rate 
Gasoline : cents $ 925,362,000 


Highway diesel and 23,219,000 
special fuels 


Lubricating oil 6 * 67,531,000 


Tires 9 ° ) 155,750,000 
Inner tubes . 


Automobiles and motorcycles Mfr. Sale price 10 percent 881,497 ,000 
Trucks, busses, & trailers , ses 8 S,<4" 138,733,000 
Parts and accessories ’ 2 % 8 ® 4 


Total $2,334, 401,000 

These collections of the Bureau of Internal Revenue from the automotive 
excise taxes were 23.3% of the total receipts from all Federal excise taxes in the 
year 1954, As noted previously, the automotive excise taxes apply generally, 
irrespective of whether highway use is involved, the diesel fuel tax being the 
only exception, The Bureau of Public Roads has estimated that approximately 94% 
of the automotive excise tax revenuesin 1954 were paid by highway users, 
Toll Roads and Commercial Freight Operations 

A significant aspect of toll-road developments in recent years is their 
relationship to the business of commercial transportation of freight on the high- 
ways, Toll roads, especially those which have provided high-type facilities superior 
to existing public highways, and the extent to which these special toll facilities 
are used in commercial trucking operations, are factors which must be considered 
along with current proposals for large-scale improvement of the 40,000-mile 
National System of Interstate Highways. 

A recent report of the Secretary of Commerce on the "Progress and Feasi- 
bility of Toll Roads"@ finds that “with few exceptions, the toll highways now in 
use and under construction follow closely the general lines of the National System 


lU, S, Department of Commerce, Bureau of Public Roads, Tables B-5 and E-6, 
April 1955; Prentice-Hall, Federal Tax Service, Vol. 3-A. 


2House Doc. No. 139, S#th Cong., lst sess., pp. 1,23. 
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of Interstate Highways." It further finds that "nearly all the additional mileage 
[totalling about 6,700 niles estimated to be feasible of toll financing also 
lies along the general lines of the interstate system." On the basis of these 


findings the report concludes that in order to avoid wasteful duplications and to 
assure a continuous integrated interstate system: 
The present law should be changed to permit the inclusion of toll 
roads as part of the National System of Interstate Highways when they 

meet the standards for that system, and when there are reasonably satis- 

factory alternate free roads on the Federal-aid primary or secondary 

systems which permit traffic to bypass the toll road,! 

This condition of "reasonably satisfactory alternate free roads, . ." is 
significant, since important factors in determining the financial feasibility of 
a toll road are the adequacy of alternate and competing highway facilities, and 
how those facilities are financed. Toll roads will not be used if alternate 
facilities are available and satisfactory. 

The Commerce report nevertheless appears to contemplate that substantial 
segments of the 40,000-mile interstate system might be developed as toll roads 
without resort to Federal financing, since it further recommends that the "present 
law forbidding the collection of tolls on highways constructed with Federal-aid 
funds should be continued." 

These relationships between toll turnpikes and other improved highways are 
demonstrated by reference to long-distance commercial trucking operations, Over- 
the-road freight vehicles would undoubtedly be very heavy users of a National 
System of Interstate Highways, especially if that system were to be improved on a 
vast scale with funds provided by the Federal Government but without imposing 
proper charges on the heavy commercial freight vehicles operating over such 
facilities, 

On the other hand, experience with the toll roads now in operation has clearly 
shown that operators of heavy freight vehicles make use of such toll-charge facilities 
only to the extent that it is to their financial advantage to do so. Toll roads 


are avoided where reasonably satisfactory and more economical alternate routes over 


libid., p. 28 


73749 O— 56 —20 
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free roads are available. The more Federal highway aid is provided for the 
interstate system or elsewhere without requiring adequate user charges, the 
less likely the heavy over-the-road commercial trucking industry would be to 
conduct its operations on state toll facilities. 

Toll charges on existing turnpikes vary in some measure according to size 
and weight of vehicles the 30-ton gross weight vehicle paying about four to seven 
cents a mile, For passenger automobiles the toll rates generally range from about 
1 cent to 1.5 cents a mile, However, these graduated scales, whereby the heavy 
trucks pay approximately 4 times as much as an ordinary car, have been determined 
not in accordance with the full cost responsibilities of the heavy vehicles on a 
weight-distance scale, but with what the traffic will bear. Where other routes 


provide a reasonable alternative, there is an economic ceiling which toll charges 


may not exceed without adverse effect upon the traffic and revenues of the toll 
facility. Thus, in competing with free roads, toll facilities must provide 
definite opportunity for savings of time and cost to commercial users of the 
highways, who can be expected to determine the relative advantages and costs of 
the available alternatives within rather close limits, 

In Table XI available data for the six major toll roads operating in 1953 
show that, except for the Pennsylvania Turnpike, truck traffic and revenues there- 
from have been relatively minor factors in the operation of such facilities. 
Exceptional advantages to trucks are indicated in operating through mountainous 
terrain on the Pennsylvania Turnpike. In other situations, however, it is 
evident that the toll facilities are supported principally by ordinary motorists, 
which pay the premium charges required for use of the turnpikes, and at the same 
time substantially relieve traffic congestion on other highways over which the 
heavy truckers are enabled to operate more freely than would otherwise be 
possible, The toll facilities thus confer a dual advantage upon commercial 


trucking operations on the highways: truckers make use of the toll facilities 
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only insofar as there is a definite advantage to them, and otherwise operate on 
free roads which have been relieved of large volumes of automobile traffic 
moving instead on the toll turnpikes, 

Table XI 


Colorado New 
Traffic: 


Automobiles 
Trucks 
Busses 


Revenues: 
Automobiles : 78. 2. 
Trucks 19. 56. 
Busses 2 1. 


a/ Not segregated. 


It is the position of the railroad industry that toll facilities, as well 
as other highways, should be financed on the basis of self-support by those who 
use them, with all costs fully accounted for. In the financing and construction 
of economically sound toll-road projects the following conditions should be met: 


1. Toll roads should be financed entirely by revenue bonds 
and not backed by the general faith and credit of the state or the 
Federal Government or any other governmental unit. The Federal Govern- 
ment should not assist in financing toll road projects with either 
Federal grants-in-aid or loans. 


2. Revenue bonds used in financing toll roads should be 
amortized well within the life of the toll facility without resort 
to refinancing of such bonds, 


3. Toll roads should be adequately maintained at all times 
exclusively from toll revenues. 


4, The interest on revenue bonds for toll road financing should 
not be exempt from state or Federal income taxes. 


5. Toll road authorities should be required to establish and 
maintain a toll structure under which commercial vehicles will pay a 
rate per ton of gross weight no lower than the average rate per ton 
of gross weight paid by passenger automobiles. 


6. Tolls paid by heavy commercial vehicles should also include 


1H. Doc. No. 139, S%th Cong., lst sess., p. 6. 
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an allowance for ad valorem taxes on the roadway facilities used by 
then. 


7. The construction of toll roads designed to accommodate 
heavy commercial vehicles should always be conditioned upon a prior 
finding by appropriate regulatory authority that they are required 
by public convenience and necessity and that their provision will be 


consistent with the National Transportation Policy, as set forth in 
the Interstate Commerce Act. 
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Chapter IV 
EQUITABLE USER CHARGES 
The User Charge Principle 
As applied to highways, the user charge principle is that those who op- 
erate on the highways should pay for the costs of these facilities in propor- 


tion to their use, Proper application of this principle requires that charges 


be graduated as between classes of vehicles so that "use" will take account 
not only of mileage differences but differences of size and weight as well. 
Unless adequate user charges are assessed against the heavy vehicles, unjusti- 
fied burdens are imposed upon ordinary motorists or general taxpayers or both. 

While the principle that highway costs should be covered by adequate 
user charges has become widely accepted, its requiresents are not fulfilled 
in practice, 
President Eisenhower on User Charges 

President Eisenhover has repeatedly recommended that highway and other 
transportation facilities provided by the government should be paid for by 
those who use them, In his special highway message to the Congress on Feb- 
ruary 22, 1955, the President said: 

A sound Federal highway program, I believe, can and 

should stand on its own feet, with highway users providing 

the total dollars necessary for improvement and new construct- 

ion....(p. 6) 

The President took the same position in his budget message to the Con- 
gress on January 17, 1955, saying: 


For the coming year, I am recommending that we start 
a 10-year program to modernize the interstate highway systen 


benefiting therefrom, The user charge principle should be 
further extended....(p. M9) 


In another part of this budget message the President again stressed as 
a "basic principle" that transportation facilities provided with Federal funds 
should be financed by charges levied on the users. He said: 
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The basic principle underlying budget recommendations 
for programs in the field of transportation, housing and bus- 
iness is that the national interest is best served by privately 
owned and operated industry, which is assisted by a minimus 
of Federal funds and Federal basic facilities operated at the 
lowest feasible cost and financed, where possible, by charges 
levied on the users of the services....(p, M69) 


In his first budget message to the Congress in 1954, President Eisenhower 
endorsed the user charge principle in these terms: 


Efficient transportation and communication services are 
essential to the national economy and the national security. 
At may request, an intensive reappraisal of Federal responsi- 
bilities is underway both by the regular departments and agen- 
cies and by special commissions. The general principles guid- 
ing this reappraisal are that the national interest will usually 
be served best by a privately owned and operated industry, which 
is supported by a minimum of Federal funds or Federal basic 
facilities and services operated at the lowest feasible cost and 
financed, where possible, by charges levied on the users of the 
services, (Budget Message of the President, for the fiscal year 
ending June 30, 1955, p. M86) 


sit 


General Frank D. Merrill, representing the American Association of State 
Highway Officials on July 12, 1955, at hearings before the House Committee on 
Public Works, supported the sound principle that highways should be paid for 


by user charges and, in particular, that an expanded program of Federal high- 
way aid should be financed in this way. He said, at page 1292 of the hear- 
ings: 


We know that it is not easy nor pleasant for you to 
propose increased taxes that are required to pay for improved 
highways, Highways to accomodate modern demands cost money— 
lots of money, But the user of modern, convenient, and safe 
roads will agree that your action is in the public interest 
and that he is realizing a net monetary gain from your action. 


It is logical that the beneficiaries and users pay for 
the construction and operation of the highway plant in propor- 
tion to the respective demands placed upon it and, since highway 
taxes are really tolls paid for using a facility, any raise in 
taxes should attempt to charge the user in proportion to his 
use of the highway and in proportion to the additional cost that 
might be required by his particular demands, 


s Disti fr 


User charges are not taxes in the ordinary sense and should not be confused 
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with them, They are essentially different in nature and purpose. Ordinary 


taxes are levied to support the general functions of government and have no con- 
nection with specific services provided to those who pay them, User charges, 

on the other hand, by their very nature are payments particularly related to 
services of the government to those upon whom the charges are imposed. 

Highvay Benefits 

The contention is still heard, even though highways in this day and age 
obviously are provided to meet the particular requirements of motor vehicle 
operators, that some part of the costs of highways should be borne by taxpayers 
generally because everyone benefits from good highways, The fact remains that 
highways can transmit benefits only through their use and this is the basic 
principle as regards their sound financing, 

It is also suggested that owners of adjacent property should help pay 
for highways because their improvement enhances property values, which occurs 
in some situations but often does not. In any event, whatever secondary ben- 
efits may be ascribed to adjacent property, they are realized only through 
highway use and the cost responsibility properly rests with highway users as 
such, Increased property values may result from a variety of factors, of which 
accessibility to highway facilities is only one, Whatever the cause, increased 
property values may properly be reflected in such taxes as are levied against 
all real property as a source of general tax revenue. Highway users have no 
proper claim upon such property tax revenues, 

Defici 1 User 

In every consideration of how to finance highways the gasoline tax gets 
foremost attention. Although the sotor fuel tax does have a proper place in a 
structure of highway user charges, it cannot ty itself produce equitable results. 

There is a tendency to rely upon it too much by reason of its great 
revenue productivity. If more highway funds are needed, it seems easy to boost 
the gas tax and then, if still more are required, to increase the rate again. 
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As applied by the Federal Government, moreover, the gasoline tax reaches be- 


yond highway users to include other uses of gasoline such as in fare-oper- 
ated tractors and in gasoline-propelled aircraft. 

As a charge for highway use, the inherent deficiency of the fuel tax 
is that it does not apply equitably to the different classes of sotor vehicles. 
That the heavy vehicles on this basis pay relatively little for their highway 


use and special requirements is readily demonstrated by comparing the charges 
upon an ordinary automobile and a heavy truck or combination. 

For each gallon of gasoline, an automobile with a loaded weight of 2 
tons and obtaining 15 miles to a gallon, realizes about 30 ton-miles of high- 
way use, In contrast, a typical 4arle, tractor-semitrailer combination, with 
@ gross weight of 30 tons and moving about 5 miles to a gallon, gets 150 ton- 
miles of highway use for each gallon of gasoline, 

Thus, the heavy vehicle on the basis of weight and aileage gets approz- 
imately 5 times as much highway use as does the automobile or other light ve- 
hicle for each cent of fuel tax, Otherwise stated, the heavy vehicle pays 
in fuel tax only about one-fifth of what it should pay on a proportionate 
scale, 

That this major deficiency of a motor fuel tax as a highway user charge 
is widely recognized is demonstrated by the following quotations: 

At hearings before the House Committee on Public Works on April 19, 1955, 
(p. 75) the Federal Commissioner of Public Roads, C. D. Curtiss, testified as 


follows: 


is not a correct measure 

I am referring to the big 20,000,30,000 
pound trucks and buses. Do you agree wi 
measure of road use? 


—- I think that is recognized by the state highway 
parteents through their graduated licensing fees, 


At the Senate Committee hearings on highway bills, March 28, 1955, (p. 638) 
Senator Case (S. Dak.) observed: 
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-+.-The alternatives are to increase the gasoline tax and have the 

general motorist and the user of gasoline who is not using it even 

for highway purposes lay down an Interstate System of highways which 

are built to the standards that will support the 20,000-pound-trucks, 

or over, of gross weight, or whether that heavyweight truck traffic 

itself should make the extra contribution rather than the general 

motorist and the nonhighway user of gasoline. 

Every state, without exception, has recognized that a fuel tax alone is 
not am adequate user charge, although the states have not as yet sufficiently 
corrected this deficiency in their user charges on heavy vehicles. The issue is 
clearly stated in the recent report of the New York State Joint Legislative Con- 
mittee on Carrier Taxation, wherein it is said: 

It mst be that increased gasoline which 

qualify in this respect /easy to collect and administer/ are not re- 

liable indices of highway use. Gasoline consumption does not rise 

in proportion to increased vehicle weight. Over 90 percent of rev- 

enues from an increased gasoline tax would be paid by passenger car 

operators, although their vehicles do not demand the cost 

ities required by heavy vehicles. Any increase in gasol 

should bg accompanied by a proportionate increase in taxes on heavy 

vehicles+, 

1 

To an increasing extent, in all sections of the country, the heavy ve- 
hicles operated on the highways are powered with diesel fue] rather than gasoline. 
This fact is important with respect to equitable highway user charges because 
diesel-powered vehicles obtain gore miles per gallon of fuel than do similar 
gasoline-powered vehicles. 

Consequently, the rate of tax on diesal fuel consumed in highway vehicles 
should be sufficiently higher than on gasoline to equalize payment per mile of 
-highway operation. Some of the states already have recognized the necessity of 
a differential rate and, over the strong opposition of the trucking industry, have 
enacted higher equalizing rates on diesel fuel. The Federal Government, however, 
now taxes both fuels at the same rate of two cents a gallon and prior to 1951 did 


not tax diesel fuel used in highway vehicles at all. 


i State of lew York, 1955 Report, Hew York State Joint Legislative Com- 
mittee on Carrier Taxation, Albany, 1955, p. 9. 
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Studies and reports on comparative fuel economy show that the tax rate 
on diesel fuel should be approximately 50 per cent greater than on gasoline. 

If the gasoline tax rate is 2 cents, the equalizing charge on diesel fuel con- 
sumed in highway vehicles should be 3 cents. 

The trucking industry erroneously contends that a differential rate on 
diesel fuel for highway use amounts to a discriminatory penalty. Actually, just 
the reverse is true, At equal rates of tax, the diesel-powered vehicle is fa- 
vored and the gasoline vehicle is penalized. Considering the higher mileage 
per gallon with diesel fuel, it is equal rates that are discriminatory. Prop- 
erly adjusted differential rates are not discriminatory but are required for 
true equality on a highway mileage basis, 

Although there is a marked trend toward diesel-powered heavy vehicles on 
the highways, the total number of diesels can only be estimated because many 
states do not distinguish between gasoline- and diesel-powered vehicles in reg- 
istration figures. 

"Motor Truck Facts," published by the Automobile Manufacturers Associa- 
tion, estimates in the 1947 edition (page 13) that as of June 30, 1946, a total 
of 17,865 diesel trucks and buses were registered, the trucks numbering 12,773 
and the buses 5,092; the 1954 edition estimates on page 35 that in 1953 diesel 
motor truck registrations (including those powered by butane and propane) nus— 
bered 76,164 and buses (including those powered by butane and propane) numbered 
27,677. From these figures it appears that total registrations of motor vehicles 
using diesel fuel increased six-fold in a seven-year period. Reflecting a con- 
tinuing growth, it is estimated that in 1955 there were approximately 90,000 
diesel-burning freight wehicles operating on the highways. 

The evidence cited below shows beyond question that diesel-powered ve- 
hicles consume less fuel than gasoline-powered vehicles. 

In 1939, Dr. F. ©. Crawford, Dean, College of Liberal Arts, Syracuse 


University, published a treatise entitled "Motor Fuel Taxation in the United States" 
in which a chapter was devoted to diesel fuel. Dr. Crawford said: 


rey 


eff 
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The inherent advantage of the diesel engine is its ability 
to transform a greater percentage of the energy into power, which 
is a direct contribution to the conservation of energy. The su- 
perior efficiency of the diesel engine is primarily ascribable 
to its much higher compression ratio, The customary compression 
ratio in gasoline engines is approximately seven to one. Much 
higher ratios may be attained in the diesel, ratios of 15 to one 
not being unusual, These much higher compression ratios mean 
equal _— and pa with more economical fuel consump- 
tion. (pp. 


The Senate of the State of California published a legislative committee 
report on March 20, 1950, which contains significant information on the relative 
efficiencies of gasoline and diesel fuels as follows: 


In a recent advertisement by Mack Trucks, Inc., the writers 
first qualify their statement with the observation, ‘Because we 
build both gasoline- and diesel-powered trucks, we can give an 
honest opinion about the value of the diesel for your needs,’ and 
then point up the issue by stating, ‘There is only one advantage 
in a diesel engine that we know of and that is fuel ae 
After discussing the higher thermal efficiency of diesel engines, 
the advertisement posed this hypothetical question, ‘What does 
this higher thermal efficiency mean to me?' and answered, ‘About 
75 per cent more giles per gallon than comparable gasoline-powered 
trucks....' (pp. 12-13) 


In another recent test, the results of which were reported 


in November, 1948, a diesel-powered truck and trailer used only 
59 gallons of fuel as compared with 93 gallons consumed by a similar 


gasoljne-povered combination of the same size carrying an equal 
load, (p. 13) 
The California report gives additional data supporting higher taxes on 


diesel fuel im the appendix to the report. 

A legislative commission of Virginia, studying its highway problems, in 
its 1953 report recommended a higher tax rate on diesel fuel than on gasoline 
and cited the following: 

eeesthe proven efficiency of the Diesel engine over that 


of the gasoline type (amounting to some 40 to 50 per cent greater 
mileage per gallon of fuel)....° (p. 58) 


1 Partial Report of the california Senate Interim Committee on High- 
ways, Streets, and Bridges,created by S. R. 129 of the 1949 Regular Session 
of the Legislature. 

2 Senate Document No. 13, Report of the Commission to Study Matters 
Pertaining to Highways to the Governor and the General Assembly of Virginia, 
pursuant to Senate Joint Resolution No. 48 (1952), November 9, 1953. 
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A New York legislative committee included the study of diesel fuel tax- 
ation in a report made to the Legislature of that state in 1951.1 Summarizing, 
the report said: 

Various estimates of the greater mileage per gallon in 


diesel operation range from 30 to 100 per cent, with 50 per cent 
as the compromise figure most often quoted. 


In view of the difference in consumption and hence in tax 
contributions, it is recommended that the use (non-gasoline) fuels 

tax be increased 50 per cent over the gasoline tax rate that is 

finally adopted. For example, if the gasoline tax rate is 4 cents, 

a 6-cent use fuels tax is recommended, With a 5-cent gas tax, 

the diesel tax should be 7# cents, It is believed that a SO per 

cent increase is definitely favorable to the diesel-powered ve- 

hicles, but data are not conclusive enough to establish a larger 

differential at the present time. (p. 53) 

The Legislature of New York followed the recommendation and adopted a 
diesel fuel tax rate of 6 cents a gallon, as related to a gasoline tax rate of 
4 cents. 

General Motors Corporation, a manufacturer of gasoline and diesel motor 
vehicles used in over-the-road hauling, has advertised the superior performance 
of the diesel engine. One advertisement stated that a highway hauler averaged 
4é miles per gallon of gasoline and 7 miles per gallon of diesel fuel, operations 
being under the same conditions, a saving of "54% on fuel alone". @ 

A manufacturer of diesel engines for nearly 40 years has advertised that 
one of the largest interstate trucking companies said regular fuel-cost checks 
between diesel and gasoline “with identical loads over identical routes" show 


a@ saving in favor of the diesels of "45 to 50 per cent on fuel costs alone." 3 
The foregoing evidence shows conclusively that the rate of taxation on 

diesel fuel used in over-the-road operations should be at least 14 times the 

gasoline tax rate. Yet, only nine states have acted to fix higher tax rates 


1 Report of the Wew York State Joint Legislative Committee on Highways, 
Canals and Revenues, 1951, Legislative Document (1951) Bo. 67 

2 Traffic World, April 21, 1951, (pp. 10-11) 

2 siness W April 8, 1950. 
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an diesel fuel. Several states, however, having the same tax rate on both 
fuels, exact more equitable user payments from the operators of heavy diesel 
vehicles through higher registration fees or other user taxes applicable only 
to such vehicles. 

¥ for $s oO ¥ 

An equitable system of highway user charges requires that the deficiency 
of the fuels tax be remedied by imposing as special levies on heavy vehicles 
taxes which measure both weight and distance factors. Equity will not result 
from charges upon the large and heavy vehicles which are only moderately higher 
than those imposed upon automobiles and other ordinary light vehicles. The 
differentials required are easily demonstrated by comparing the weights and 
aileages of an automobile and a heavy highway freighter. 

The average automobile has a loaded weight of about 2 tons and is operated 
about 10,000 miles a year, This amounts to 20,000 ton-miles of highway use in 
a year's time (2 tons x 10,000 miles = 20,000 ton-miles). 

Contrast this with the highway use of a typical 4-arle, tractor-semi- 
trailer, which has a maximum gross loaded weight of about 30 tons and is oper- 
ated 50,000 miles a year.) As an average this typical highway freight vehicle 
obtains approximately 1,500,000 ton-miles of highway use in a year's tine 
(30 tons x 50,000 miles = 1,500,000 ton-miles). 

Thus, these essentially different types of vehicles compare as follows 
with respect to annual highway use, 

Automobile - 20,000 ton-ailes 
Heavy freight vehicle - 1,500,000 ton-ailes 

The average heavy freight vehicle obtains 75 times as much highway use 

as the average passenger automobile. With properly differentiated highway user 


1 The average annual vehicle mileage for motor carriers of intercity fretent 
reporting to the Interstate Commerce Commission is over 50,000 miles. Many su 
vehicles operated in over-the-road service accumulate much greater annual +) awl 
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charges the heavy vehicle should accordingly pay at least 75 times as much as 
the light vehicle, The differential should be no less, considering eenesteily 
the extraordinary highway requirements of the large and heavy vehicles. 

This demonstration of comparative user charge requirements may be car- 
ried a step further in terms of annual payments necessary to effect equality 
of treatment, Assuming a gasoline tax rate of 2 cents a gallon, an automobile 
would pay approximately $13.34 a year for its highway use: 


10,000 miles at 15 miles to a gallon of gasoline = 667 gallons. 
667 gallons x 2 cents a gallon = $13.34. 


On an @qual basis, weight and mileage considered, a 30-ton highway ve- 
hicle operated 50,000 miles a year should pay 75 times $13.34, or almost ex- 
actly $1,000. However, this heavy vehicle would pay through a fuel tax at 2 
cents a gallon only about $200 a year, or no more than 1/5 of the user payment 
required to equate with the fuel tax paid on an automobile: 


50,000 miles at 5 miles to a gallon of fuel = 10,000 gallons, 
10,000 gallons x 2 cents a gallon = $200, 


Hence, the remaining $800 should be collected from the heavy vehicle by 
some kind of user charge.applicable enly to heavy vehicles, It should be noted 
that this. illustration uses a 2-cent gasoline tax and indicates the comparative 
highway use responsibility of the heavy vehicle only with reference to a gas 
tax rate at this level. 

Supplementary User Changes on Heavy Vehicles in the States 

Every state has recognized the need for some kind of graduated user 
charge upon the heavy vehicles, although most do not yet approach the level 
of charges required to take adequate account of the greater weight and mileage 
of heavy vehicles, Most states still reply upon the annual registration fee 
as the second type of highway user charge, in addition to the fuel tax, on the 
heavy vehicles. This method has two principal limitations. 

First, a flat annual license fee or charge does not take into account 


the mileage actually traveled by a licensed vehicle. License fees can be 
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graduated so as to reflect weight differences of vehicles, but not mileage 


differences within the particular vehicle class, A motor vehicle having a 
maximum gross weight of 40,000 pounds, for example, licensed for $500 a year, 
would pay an effective charge of 5 cents a vwehicle-aile, if operated only 
10,000 miles a year, but if operated 100,000 miles the effective rate would be 
only # cent a mile. This sharply tapering effect, favoring the high-aileage 
vehicles, is an inherent characteristic of the registration fee. Nevertheless, 
the registration fee can be used as a component part of an equitable user charge 
structure for heavy vehicles, along with a mileage form of user charge. 

The second deficiency of the registration fee, as applied in the states 
under practices of so-called "reciprocity" still prevalent, is that trucks 
licensed in a particular state may operate extensively in other states without 
payment for use of their highways, except insofar as fuel is purchased and 
taxed therein. 

For these reasons, a mileage form of user charge appropriately graduated 
by weight classes is necessary for the equitable charging of the heavy vehicles. 

The weight-aileage type of user charge for application to the large and 
heavy trucks is just and equitable because it embodies the two fundamental 
factors which relate most directly to highway use and cost, namely weight and 
sileage. It can also be adjusted to reflect size, capacity and road occupancy 
factors in their bearing upon highway costs, thus taking into account both the 
structural and geometric features of highway design in accordance with the oper- 
ating characteristics and basic cost responsibilities of the various classes 
of heavy vehicles using such facilities. The essential principle is that the 
heavy vehicles should be required to pay user charges at a rate, proportioned 
to mileage and maximum declared weight, no lower than the rate paid by auto- 
mobiles and other light vehicles. Applied in conjunction with the motor fuel 
tax, the weight-aileage user tax on heavy vehicles must also be graduated 


steeply enough in its several weight brackets to compensate for the regressive 
effect of the motor fuel tax noted heretofore. 
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Certain of the states, notably Oregon, New York and Ohio, have adopted 
such graduated mileage charges, and some other states have adopted them in a sore 
limited way. Principal features of the Oregon, New York and Ohio mileage taxes 


are as follows: 


Effective Date: Enacted in 1947. 

Applicable to: All common, contract, and private carriers of persons or property 
operating on highways in Oregon, except those exempt vehicles which are listed 
below: 1 


Exempt ions: 


1. School busses 5. Taxicabs 
2. Vehicles transporting mail 6. Private carrier vehicles with 
: Publicly owned vehicles gross weight of 4,500 lbs. or less. 
. Parmer owned vehicles (when 7. Tow cars 
operated in farm work) 8, armored cars, 


Permit fee: All carriers must apply for highway use permits (in addition to 
registration) and if a hearing by the Public Utilities Commission is required 
in granting the permit there is a charge of $25. 
Mileage tax rate table: The weight used in computing the tax from the table 
below is the owner's declared maxigus gross weight. 

For vehicles using gasoline purchased in Oregon, the tax is computed from 
rates in columm "A", ‘The tax for diesel-powered vehicles and for vehicles using 
gasoline purchased outside Oregon is computed from rates in column "3". 


Declared Combined Weight Groups Tax rates per aile (sills) 
s v 
o 6,000, inclusive Be 5. 
6,001 to 8,000 - 2.5 7.0 
&,001 to 10,000 e p2 8.5 
10,001 to 12,000 ® ® 10.0 
12,001 to 14,000 e 5.5 11.5 
14,001 to 16,000 ® 6.5 13.0 
16,001 to 18,000 e 7.5 14.5 
18,001 to 20,000 ® 8.5 16.0 
20,001 to 22,000 ® 9.5 17.5 
22,001 to 24,000 " 10.5 19.0 
26,001 to 26,000 od 11.5 20.5 


J 
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Declered Combined Weight Groups Tax rates per mile (mills) 
s 


(pounds) Column "A" Column *B* 
26,001 to 26,000, inclusive 12.5 22.0 


28,001 
30,001 
32,001 
34,001 


to 30,000 23.5 
to 32,000 
to 34,000 
to 36,000 
36,001 to 38,000 
to 40,000 
to 42,000 
to 44,000 
to 46,000 
to 48,000 


25.0 


36,001 
40,001 
42,001 
4 001 
46,001 ° 
48 ,001 
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to 74,000 
to 76,000 
and over add 2.5 mills a ton or fractio 


& 
° 


48 * 
n ton add 3.0 mills a ton or 
fraction of ton 
For busses from 12,001 to 30,000 lbs, and not over 35 feet long, 2¢ 
mills are deducted from the appropriate weight group in the above table. 


In lieu of above fees, taxpayer may pay flat annual fees set out below 
on each vehicle having combined weight not exceeding 16,000 pounds. 

Column "C" applies to wehicles using gasoline purchased in Oregon, and 
Column "D* applies to diesel fuel users and to users of gasoline purchased out- 
side the state. 


Declared Combined Weight Groups Flat fee 
8 Column *C" Column "D" 

0 to 6,000, inclusive 3 $125.00 
6,001 to 8,000, inclusive 150.00 
8,001 to 10,000, inclusive 175.00 
10,001 to 12,000, inclusive 205.00 
12,001 to 14,000, inclusive 230.00 
14,001 to 16,000, inclusive 255.00 
16,001 to 18,000, inclusive 290.00 


Transporters of logs, poles and poling or sand and gravel for highway 


or other construction may pay the following fees in lieu of those above: 
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90¢ per cwt. whem using gasoline purchased in Oregon. 
$1.50 per cwt, otherwise, 


Bev YORK 
W ist 

Effective date: Liability begam October 1, 1951. First returns were due 

Nov. 20, 1951. 

Applicable to: Trucks, tractors, trailers and semi-trailers having actual empty 

weight of more than 18,000 pounds operating on highways in New York. 

Hot applicable to: 1. A vehicle owned and operated by a farmer in transporting 
his farm products and his processed farm products or farm supplies to or 
from his farm or a contiguous fara, 

2. Buses 
3. Government-owned vehicles, 


4. Exclusive transportation of U.S. Mail under contract 
over rural routes. 


5. Operations on the New York Thruway. 
Permit Fee: A permit fee of $5.00 for each truck, tractor, trailer, or semi- 
trailer for the use of the highvays must be paid for all vehicles subject to 
the tax. It is payable only once. 
Computation of tax: The tax is computed by multiplying the number of wiles 
operated in New York by the appropriate gross weight tax rate as it appears 


in the table below. The gross weight is defined as the actual weight of the 


vehicle plus the heaviest load it will actually carry during the registration 
period, (Hote that it is not the heaviest load which the vehicle is capable 
of carrying.) The gross weight is declared by the operator but the Motor Ve- 
hicle Bureau is not bound by that declaration. 


ss We Vehic 
18,001 to 20,000 lbs. 
20,001 to 22,000 lbs. 


B® 

28 
s 
8 


Sesssss 
8888888 


lbs. 
lbs, 


8888882 


om mipstatintatmaie 





HIGHWAY REVENUE ACT OF 1956 317 
t of Vehic Mills ail zs Mean “ fecashe Mills per nile 
’ s. . : , Ss. . 


f 
000 
000 
000 
000 
000 


eooo°cso 


add 2 wills per 
ton or fraction 


Effective date: October 1, 1953 
Applicable to: All motor vehicles with 3 or more axles, used for transporting 
property. Includes out-of-state vehicles operated in Ohio. 
Not applicable to: 
1. Busses 
2. Trailers weighing less than 3,000 pounds, 
3. Operations on highways under jurisdiction and control of Ohio 
Turnpike Commission, 
Permit fee: $2.00 
Computation of Tax: For each mile travelled in Ohio the tar is: 


Vehicle Rat Mil 
Trucks with 3 or more axles 


Combinations (tractor & trailer or 
semi-trailer) 


3 axles 
& axles 
5 or more axles 


Tandems (truck and trailer, or tractor, 
semi-trailer and trailer) 


4 or more axles on 


Hi User Charges le > Vehic if on a Weight-Distance Scale 
Over t t tio 


The Oregon weight-distance tax applies a graduated mileage charge at a 
specific rate per mile of travel for each weight group of vehicles, the weight 
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being the maximum declared combined weight of the vehicle and its load. A 
recent study by the Stanford Research Institute was made of possible revenue 
losses from evasion of this law. Data from this study have been used to 
obtain an average mileage rate of payment for trucks having a declared gross 
weight of more than 20,000 pounds, and this average rate is applied in the 
following computations to total vehicle-miles of travel by all such vehicles 
in the United States to obtain an estimate of potential revenue from this 
type of charge on a nation-wide basis. Page references are to the Stanford 
study. m 
Reported revenues at mileage rates from trucking activity in Oregon 
in 1953 were $8,804,000 for 327,721,000 miles (page 65). Of the revenue 
mileage, the trucks having a declared gross weight of 10,000 pounds and less 
accounted for 27,000,000 vehicle-miles, and trucks in the gross weight group 
of 10,000 to 20,000 pounds accounted for 65,000,000 vehicle-miles, a total of 
92,000,000 vehicle-miles. (Fig. 2, page 64) It is assumed that these two 
weight groups used gasoline as fuel and that the average mileage tax rate for 
the two groups was $,0025 and $,0065, respectively. These two groups would, 
therefore, account for approximately $490,000 of mileage revenue. Mileage 
revenue obtained from vehicles having a gross weight in excess of 20,000 pounds 
is estimated, therefore, at approximately $8,314,000, which was paid by vehicles 
traveling a total of approximately 236,000,000 vehicle-miles, or an average pay- 
ment of 3.5 cents per vehicle-aile,. 

The Bureau of Public Roads reported in the June 1954 issue of Public 
Roads that 3-axrle single-unit trucks and all trucking combinations traveled a 
total of 18,877 million vehicle-miles in 1952; it is estimated that such ve- 
hicles traveled a total of 20,576 million vehicle-miles in 1955. 


for the 
Yregon, by Stanford Research seetteane, "hgurt "1954. 





HIGHWAY REVENUE ACT OF 1956 


Thus, had the Oregon weight-distance tax law been in effect throughout 
the nation and had conditions similar to those present in Oregon obtained, 


over $700,000,000 would have been realized from payments of weight-distance 
taxes by all heavy commercial highway freight vehicles in 1955. But in that 
year the total of mileage taxes of all types (except toll charges) paid by 
such vehtcles approxiaated only $40,000,000. 

Although the trucking industry has unsuccessfully attacked the Oregon 
weight-distance tax there is no evidence that the tax has acted to restrain 
trucking operations in Oregon, 

Federal Highway User Charges 

An equitable system of Federal highway user charges will be necessary 
if the Federal Government continues to participate substantially as now, or 
on an expanded scale, in financing highway programs. A motor fuel tax as a 
user charge would be grossly inadequate for this purpose, for reasons discussed 
earlier in this chapter, The government would have to establish an equitable 
structure of charges on the heavy vehicles, incorporating weight and mileage 
factors to differentiate between light and heavy vehicles. 

If it is not considered feasible to apply a weight-distance tax directly 
at the Federal level, the alternative is to enact measures which will properly 
reflect the weight and distance factors of highway use. 

In part, this could be done by means of a schedule of Federal license 
or permit fees on heavy highway vehicles, graduated by weight classes along 
the lines of the schedule proposed in S. 1573, the Case bill, as introduced 
during the first session of the 84th Congress. (See Chapter IX) 

Another alternative, either separately or in combination with the 
license fees mentioned above, would be a special tax in the nature of user 
charges on large tires for heavy highway vehicles. ‘Such a tax would be rel- 
atively easy to collect by applying it to the tire manufacturers who would 


serve as collecting agencies for the government. Further, it would not conflict 
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with state sources of highway user revenues, since application of a tire tax 
at the state level would not be practicable. 

A tire tax should apply only to large tires used on the heavy highway 
vehicles, in order that this type of user charge may properly compensate for 
the inadequacy of a fuels tax as applied to such vehicles. An across-the- 
board tax on all motor vehicle tires would not be appropriate and would, in 
fact, defeat its purpose as a special equalizing user charge on the heavy ve- 
hicles, Such a tax on all sizes of tires at a uniform rate per pound would 
compound rather than correct the inequities inherent in the fuel tax, 

A special tax on large tires would be particularly suitable because 
it would in effect "weigh" the heavy vehicle and also "measure" its mileage. 
Since the weight and number of tires vary directly with weight of the vehicle, 
such a tax directly reflects the factors of vehicle weight. And a tax on 
large tires would generally measure mileage operateisince the greater the 
mileage the greater the wear on tires and hence the greater the tax paid as 
a highway user charge. Provision should also be made on an equated mileage 
basis for a tax on recap material (camelback) for such tires. 

As the following analysis shows, a tax on large tires for heavy ve- 
hicles, to serve the purpose of « user charge, must be at a substantial rate 
per pound in order that it may compensate for the inequity of a fuel tax in 
overburdening light vehicles and deficiently charging the heavy vehicles for 
their highway use. With a gasoline tax of one cent a gallon, an equalizing 


tire tax on large tires sufficient to overcome the deficiency should be 45 
cents a pound, 
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Heavy Commercial 
Vehicle 


Gross weight, CONS... .cccccccccsccseceses 28 
Miles per GBLLON . ciwccccccccccescvesddecds 5 
Ton niles per BALLON, . cc ccccccccscccseccce 140 


Assumed gas COR. cccccccsccccccccescccecece ig gal. ig gal. 


Cents tax per ton-mile.....ccsccecceseeeee | 1/140 1/30 
Cents tax per 1,000 tomeamile.....ccccscece 7.14¢ 3.33 
Deficiency of truck tax per 1,000 ton-miles.........cse.se 26.19¢ 


Type truck tire required for 28 gross ton vehicle ..... 10,00 x 20 ~ 12 ply 
Mileage per tire.......-cceccesecees G0 00046006060 00n0 Ore wees 100,000 
amber of tires POT VORICIS. 02. ccccccceccccccccescceccccccce ea 14 
Weight of tire,.. Pe ee ee - 116 lb. 
Weight of Gach tire......cccccccccccccceccccescccess eeevecces ° 2 tons 
Ton-miles per tire (2 x 100,000).........scssesesees ah ccense «- 200,000 

Tax to be collected per 1,000 ton-miles.........cscceeeceees ae 26.19¢ 
Tax to be collected per 200,000 ton-miles (200 x 26.19%) $52.38 
Tax per tire........... Ride diddvactédeads peeseateves d $52.38 
Tax per pound of rubber ($52.38 + 116).......sseesceeseees 45g 


A truck tire tax at 45 cents a pound is necessary to equalize with a 
gasoline tax of 1 cent a gallon. Hence, if the gasoline tax rate is 5 cents 
a gallon, the equalizing tire tax would be 3 times 45 cents or $1.35. 

For a typical 4-axle tractor-semitrailer combination, equipped 
with 14 tires, the tire tax at 45 cents a pound or $52.36 a tire would amount 


to only three-fourths of one cent a vehicle-mile. ($52.36 times 14 or $733.32, 
divided by 100,000 miles of tire life is $.0073.) 
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Chapter ¥ 
THE EXTRAORDINARY ROAD REQUIREMENTS OF LARGE AND HEAVY VEHICLES 

Highway authorities are in unanimous agreement that the presence of large 
and heavy vehicles in the traffic stream, especially in the large numbers occurring 
on highways today, requires that highways have greater load-bearing capacity, 
wider lanes and more lanes, and that they be straighter and have sore moderate 
grades than highways built for passenger cars and small trucks. New highways to 
be constructed under any expanded highway program will have these characteristics 
built into them solely for the benefit of heavy trucks, Wot only do heavy trucks 
require more costly new highways, they also hasten the wearing-out-process and 
functional obsolescence of existing roads, According to competent highway authori- 
ties, large trucks alone account for a substantial part of the cost of highways, 
whether the cost be measured by expenditures for super roads or in terms of damage 
to and reduced usefulness of existing roads, 

The existence of such special requirements has been known for many years, 
as evidenced in numerous technical studies and investigations pertaining to high- 
way design, damage and cost responsibilities. Continuing studies in more re- 
cent years have revealed more fully the nature and extent of the special high- 
way requirements of large and heavy vehicles and their effects upon highway de- 
sign and costs, 

The New York State Joint Legislative Committee on Highways, Canals and 
Revenues placed the blame for highway inadequacy throughout the nation largely up- 
on heavy trucks, In its report for 1953, the Committee said: 

Inadequacy of highway systems all over the United States is due 


in part to a generally expanding traffic volume of passenger and com- 
mercial vehicles but the great need and pressing demand for extra~ 


TReport on Public Aids to Transportation, Part IV - Highways, published 
in 1940 but referring to conditions in earlier years, 


19 
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ordinary highways stem from the costly requirements of rapidly in- 
creasing numbers and mileage of heavy commercial vehicles, 


The Committee followed up and expanded upon that subject in its report for 
1954, saying: 


Hot only are our highway facilities dwarfed by the numerical 
growth of vehicles but the evolution of their use-characteristics in 
the past decade-and-a-half has been even more startling, A trend 
toward the increased use of heavy vehicles indicates a rise in some 
of the heaviest classifications of three and four hundred per cent 
in a ten year period, Traffic problems arising frem congestion and 

economic conditions have created an insatiable competitive 
necessity for larger, more powerful vehicles permitting greater pay- 
loads and improved automotive engineering has made their production 
possible, Germane to this development has been the necessity for 
Toads designed to accommodate such vehicles, Roads totally adequate 
for the passenger car and relatively light commercial vehicles of 
yesteryear quickly became obsolete as the demands increased for extra- 
ordinary highway facilities that were flatter, wider, thicker and 
straighter. Further, these roads cost up to 1400% more in Sige 
construction dollars *vhile inflation has shrunk purchasing pow 
the extent that it now requires $240 to equal what $100 Poueht a 980.2 


Exc v s r ts 0 Vehic 

Aside from the damage they inflict upon the surface, discussed later herein, 
oversize and cumbersome freight vehicles have largely created the problem of traf- 
fic congestion and inadequate highway capacity, In many circumstances, a two-lane 
highway may fully suffice for passenger and light delivery and farm vehicles and 
may still be adequate if used occasionally by a few large trucks, The addition of 
increasing numbers of large trucks not only increases the total vehicles on the 
highway, but multiplies the demands for space out of all proportion to the greater 
number. 

These excessive space requirements and operating characteristics of large 
and heavy vehicles were stressed by Thomas H, McDonald, former U, S, Commissioner 
of Public Roads, in testimony before a Senate subcommittee in 1950, as follows: 

Because of their dimensions of height and width and length, 
which are generally greater than the dimensions of passenger auto- 


mobiles, and because of their generally slower speed of operation 
especially on hills, motor trucks and truck combinations have a 


T Report of the New York State Joint Legislative Committee on Highways, 
Canals and Revenues, 1953, p. ll. 


2 Report of the New York State Joint Legislative Committee on Highways, 
Canals and Revenues, 1954, Legislative Document No. 54, p. 16. 
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particular effect upon the geonetric dimensions that must be pro- 
vided in the design of highways. 


Vertical Clearance 
Vertical clearance is becoming increasingly important as an item of ex- 
pense as more and more limited access roads with separated crossings and inter- 


changes, particularly urban expressways in highly developed areas, are con- 
structed, 


With respect to overhead clearance, Mr, MacDonald said: 


eeethe dimensions of trucks generally determines the height 
clearance that must be provided on highways, Such clearance must 
be provided in the portals of truss bridges, in the openings of under- 
passes, in the height of tunnel bores, in the placement of overhead 


traffic signs, trolley wires, etc,, and in the trimming of overhang- 
ing trees. 


Width Requirements 

Since trucks are wider than passenger cars they obviously require greater 
widths of pavement, Their lengths and off-tracking characteristics also increase 
width requirements, Mr, MacDonald testified to the need for extra widths of 
lanes to accommodate trucks with safety and convenience, saying: 


For a traffic stream composed entirely of passenger cars, 
***  22-foot pavement with ll-foot lanes is needed to assure 
drivers the necessary clearances, For commercial vehicles, and 
for passenger cars as they meet commercial vehicles, ... 2 two- 
lane pavement at least 24 feet wide is required to enable the 
vehicles to meet and pass without some repression of the natural 
driver tendencies in the selection of safe travel paths. » the 
effect of trucks of the dimensions indicated feet width/ on 
the width of pavement required for safety is to increase the traf- 
fic lane width 1 foot, from 11 to 12 feet, 


Tear ings before the Subcommittee on Domestic Land and Water Transporta- 
tion of the Committee on Interstate and Foreign Commerce, United States Senate, 
8lst Cong., 24 Sess., pursuant to S, Res, 50, De 959. 


Ibid, Pe 95%. 


Ibid, Pe 960. 





wid 


are 


chs 
the 
thi 





HIGHWAY REVENUE ACT OF 1956 325 


Operating Characteristics 

The greater space requirements are brought about not only by the height, 
width, and length of trucks but also by their operating characteristics. They 
are much slower on the upgrade, often faster on the downgrade, and they require 
greater distance to stop, In order that congestion resulting from these operating 
characteristics gay be minimized, modern highways must have grades more moderate 
than those required by passenger cars, Mr, Robert M, Reindollar, president of 
the American Road Builders’ Association stated to a House subcommittee: 

eeeyOu Can operate a passenger car with a high-powered motor 

such as you have today, over a 6-, or 7, or 8 per cent grade, and it 

will maintain its speed, But in order to make for economical truck 

transportation you reduce your grades to 3 per cent, so they can get 

Maximum haul from the porsepower of their engine without going into 

second or lower gears, 

Obtaining such gentle grades is costly because of the large amount of 
cutting and filling required and because the route must be selected with grade re- 
duction in mind, 

Even under good conditions large trucks hold up traffic behind them, Mr. 
MacDonald, in his testimony to the Senate subcommittee, showed that on main rural 
roads there are normally 2% times as many automobiles trailing a truck, within a 
time interval of 5 seconds, as there are trailing the average passenger car, 
Furthermore he said: 

In level terrain one truck is equivalent, in a capacity sense, 

to two passenger cars on a multilane highway and to 2% passenger cars 

on a two-lane highway; in rolling terrain one truck on a sultilane 

highway is equivalent to f passenger cars, and on a two-lane high- 

way to five passenger cars, 

To show the extent to which the presence of trucks in varying degrees in 
the traffic stream reduces the capacity of highways under various conditions, 


Mr, MacDonald presented the data shown in Table III, 


THearings Before the Subcommittee on Roads of the Committee on Public 
Works, House of Representatives, 834 Cong., lst Sess., 1953, Part 2, Pe 573. 


Op, Git., Senate Hearings, Pe 9656 
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Table XII 


EFFECT OF COMMERCIAL VEHICLES ON THE 
PRACTICAL CAPACITY OF RURAL HIGHWAYS 
CONSTRUCTED TO MODERN DESIGN STANDARDS 


Commercial Vehicles, Practical i 

Per cent of total traffic Two lane roads, vehicles Multilane roads, vehicles, 
per hour both directions per lane per hour 
Number Per cent Number Per cent 

None 900 100 1000 100 

10 780 87 910 91 

20 685 76 830 83 

30 620 69 760 76 





IN ROLLING TERRAIN 


None 900 100 1000 100 
10 642 71 769 7? 
20 500 b 625 63 
x ash bu 526 53 





Source: Senate Hearings, Op. Cit., p. 966. The percent columns have been 
added to Mr. MacDonald's table. 


This table shows that in the extreme case, a two-lane road in rolling ter- 
rain, when trucks comprise 30 per cent of the traffic, half the number of vehicles 
a road will carry will cause as much traffic congestion as if all vehicles were 
automobiles. The capacity reduction on multi-lane highways in level terrain is 
not as severe, but is nevertheless substantial. It should be noted that the table 
is based upon experience on highways constructed to modern design standards. 

In addition to being an important factor of highway cost, these extra- 
ordinary requirements are not only the source of much congestion and inconvenience 


to the motoring public, they are also a definite factor contributing to highway 
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risk and accident. 
Large expenditures are made to cut the crests of hills and to remove 


obstacles to clear vision along highways. But the benefit and purpose of such 
expenditures is greatly reduced, if not entirely destroyed, by the existence of 


mammoth trucks in the traffic stream which are even greater obstacles to clear 
vision. Am automobile driver cannot have a clear sight distance when he stares 
at the rear end of a truck eight feet wide, and he risks the danger of collision 
with oncoming vehicles each time he ventures to look around it. 

Highway Damage by Heavy Freight Vehicles 

Expanded use of large over-the-road highway freighters has done sore than 
to render highway facilities unsafe and inadequate from the standpoint of capacity. 
It is now substantiated fact that the large vehicles have greatly accelerated the 
wearing out process of the highway plant. The weight of expert opinion plus care- 
fully controlled scientific tests such as the Maryland and Idaho road tests, in- 
dicate that the heavier vehicles, especially when their use of the highway is 
frequent, definitely contribute to the early failure of highway structures out of 
all proportion to the life expectancies of such highways under reasonable condi- 
tions of use. 

Years ago it was the opinion of many highway engineering authorities that 
weather conditions rather than the requirements of heavy vehicles were primarily 
responsible for road damage. ‘The heavy trucking industry still persists in up- 
holding this early view, while ignoring or attempting to confuse the ever sount- 
ing evidence of sore recent years which has demonstrated the destructive effects 
of heavy loads upon the highways. 

Thus, the trucking industry quotes Mr. Thomas H. MacDonald,- for many years 
United States Commissioner of Public Roads, as saying: 

"Ve vould not build roads much less than 7 inches at the edge 


and 6 inches in the center, no matter what kind of loads we were go- 
ing to carry. 
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"If we built thinner surfaces they would curl up like tissue tio 
paper in the rays of the sun. They would warp; the frost heave 
would destroy thea. ree 
"So we have a certain minimum thickness of roads that it is the 
necessary to build if there were nothing heavier than the ordinary 
passenger cars and farm trucks to use the roads, and the whole ott 


question of the heavier buses and heavier trucks therefore begins 
with a certain minimum thickness of road which is necessary regard- 
less of whether they exist or not.* 


That was what Mr. MacDonald said in 1931, almost a quarter of a century 
ago, when the heavy trucks and combinations of today were seldom encountered. What 
the heavy highway freight vehicles do not point out is that in 1950, with the 
vastly greater experience and information acquired during his long career as head 
of the Bureau of Public Roads, Mr. MacDonald had this to say about his 1931 views 
as to the effect of weight on the highways: "1 


"In 1931, such excessive loads were occurring on no more than 
eight axles in each thousand trucks. Today, as previously stated, 
there are about 86 such excessive loads for each thousand vehicles; 
and, truck traffic volumes having increased about threefold in the 
interval, the increase in frequency of excessive loading has been of I 
the order of 8 to 250, or over thirty-fold. In view of this increase 
of loading above the general design limits, the probability that traf- 
fic loads are today an important factor in the causation of road dan- 
age is at least as great as the probability that they were a minor 
factor in 1931. And the probability of present road damage is con- 
firmed as an actuality by the widespread and numerous reports of such - 
damage. 


"The evidence of serious road damage caused by excessively 
heavy axle loads is now abundant and irrefutabdle.*"1 


~~ at. oe 


In recent years, both the weight and the frequency of the heavy wheel loads 
to which the highways are subjected have greatly increased. In 1955 alone 16 
State Legislatures passed acts to permit operation of trucks which are either 
larger or heavier, or both, than were previously permitted on the highways. 

Damage resulting from the frequent application of heavy axle loads may be 
observed in the form of cracks in concrete slabs and depressed or broken slabs at 
joints. On bituminous surfaces, heavy-load damage is indicated by ruts, corruga- 


Tin hearings before the Subcommittee on Land and Water Transportation of 


the Committee on Interstate and Foreign Commerce, 8ist Congress, Second Session, 
Pursuant to S. Res. 50, June 29, 1950, page 981. 
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tion, and potholes, as well as by breaks in the surface. That heavy trucks are 
responsible for such damage was indicated by Francis V. duPont, Commissioner of 
the Bureau of Public Roads in 1953. Mr. duPont told a Congressional subcommittee 
studying the nation's highways: 


The usual observation that damage of the kinds described 
occurs principally in the outer lanes of four-lane highways where 
most of the heavier vehicles travel and is present in much less 
degree in the inner lanes, used in greater frequency by lighter 
vehicles, gives partial evidence of the heavier axle loading as 
the cause. Similar evidence! is found on many two-lane roads on 
which damage of the lane used by loaded trucks moving in one 
direction is observed to be greater than that occurring in the lane 
of oppgeite direction used by the same or similar trucks returning 
empty. 


Equally significant are the following unqualified conclusions expressed by 
Mr. MacDonald in 1949:3 


Specifically, we are overloading our highways in their traf- 
fic volume capacity and in their structural capacity.....the results 
are so costly both to individuals and to the public, that they total 
a disgraceful and extravagant waste in the nation's true economy. 


In the same statement, Mr. MacDonald issued this warning: 


-+-With the marked increase in heavy loads since the end of 
the war, the damage has become even more alarming. 


1 « case in point was described by Roy W. Cox, Director, State Highway Com- 
mission of Kansas in itig aL a Siete Be, January 1951: “United States 
Highway 81 between Salina and McPherson, built in 1935, of concrete slab, is a 
favorite north and south route for certain heavy trucks. It carries a large volume 
of ‘tankert (petroleum products) traffic. 

"Empty southbound tractor trucks and semitrailers travel this road headed 
for the refinery at McPherson and points south. There they get their cargo and 
then return northbound heavily loaded. 

"The fact that joint displacement is occurring predominantly on the north- 
bound traffic side of the highway is incontestable proof that traffic, not the 
weather or soil, is the main cause for early deterioration of this stretch of fine 
highway." 


2 National Highway Study, Hearings before the Subcommittee on Roads of the 
Committee on Public Works, House of Representatives, 83d Cong., ist sess, p. 59. 


3 address to the American Road Builders Association, Washington, D. C., 
February 7, 1949. 
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Damage has occurred on all types of high-type pavements. 
Bituminous pavements are made rough and rutted. Excessive pressures 
shove and knead the surface out of shape. Concrete pavements are 
subjected to pumping at joints, followed by rapid deterioration of 
the whole surface.... 


There is conclusive evidence that this damage is caused by 
heavy wheel loads....This matter has been the subject of serious 
study by practically every highway research agency, and they all 
reach the same conclusion -—- the damage occurs only on pavements 
sudjected to frequent heavy wheel loads and particularly overloads.... 


Samuel C. Hadden, Chairman of the State Highway Commission of Indiana, said: 
A greatly augmented and still increasing number of heavy 

trucks and trailers, operating for long distances at high speeds, 

is destroying our roads faster than we can find the money with 

which to replace thea. 

Charles M. Ziegler, Commissioner, Michigan State Highway Commission, testi- 

fying to a House subcommittee, said: 

The great increase in traffic, and especially the 85 per cent 


increase in truck traffic is pounding our highways *g pieces, and 
that has caused annual depreciation to rise sharply. 


This damage, it should be noted, is inflicted by heavy loads which are with- 


in the legal limits set by state statutes as well as by loads which exceed the 
legal limits. Statutes of 33 states limit the load on a single axle to 18,000 
pounds. The other states permit heavier loading. Suffering most are the thousands 
of miles of existing highways not constructed for even the legal loads. The 
following quotations are from an article which appeared in Engineering News-Record, 
April 6, 1950, reporting a recommendation by Oregon's State Highway Engineer, 
R. H. Baldock, that one-fourth of that state's budget for new roads be diverted 
to repair heavy traffic damage: 
Hot built for the heavy traffic now using them, the state's 
roads are deteriorating rapidly, particularly during the past two 
years....Baldock reported that today's frequency of heavy loads, 


even those under statutory weight limits, is a major cause of high- 
way deterioration. 


1 an address before the Midwestern Regional Conference of the Council of 
State Governments, at Davenport, Iowa, July 26, 1949. 


2 Hearings on Federal-aid Highway Act of 1952, Subcommittee on Roads of 
the Committee on Public Works, House of Representatives, 82d Cong., 2d Sess., 
February 6, 1952, p. 77. 
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This conclusion was also reached in a report by the California Division of 
Highways: 
In the postwar period of 1947 to 1953, the average gross weight 


of commercial vehicles (including loads) on state highways has increased 
18 per cent and the percentage of axles carrying the heavier loads be- 


tween 12,000 and 18,000 pounds has increased from 14 to 25 per cent. 

In the same period, the average volume of commercial traffic has in- 

creased 40 per cent. These increases in axle loading within the present 

law are rendering obsolete the pumate of miles of older highways not 
designed for such heavy loading. 

Damage by loads within the legal limits is not restricted to the older roads; 
the evidence indicates that modern highways are also damaged by axle weights of 
18,000 pounds and less. The Burean of Public Roads is the authority for the state- 
ment: 

From widely distributed observations the conclusion has been 

reached that detrimental pumping is generally associated with 3 subd- 

stantial frequency of axle loading in excess of 14,000 pounds. 

The "pumping" at highway joints referred to by Mr. MacDonald and others is 
the forceful ejection of water from the soil and subgrade of a pavement by the 
repeated passage of heavy wheel loads. Continued pumping gradually removes the 
subgrade and eventually causes the pavements to crack and break. 

Test ts W 


Since 1940 the size and number of heavy commercial trucks and truck com- 


binations with tandes-axles” have increased as a result of the greater gross vehi- 
cle weights allowed by most states. 


The AASHO policy recommends 32,000 pounds as the maximum combined load of 
the two axles in tandem. At present four states have limits lower than 32,000 


1 "California Highways and Public Works," January-February 1955, p. 8, con- 
tained conclusions from report submitted by the Division of Highways to the Legis- 
lature in accordance with California State Senate Resolution No. 28, 1954, Pirst 
Extraordinary Session. 


2 BPR, Highway Needs of the National Defense, House Document Ho. 249, Gist 
Cong., ist sess., p. 109. 


3 A tandemaxle vehicle is one having at least one group of two axles, the 


centers of which are spaced about 48" to 54" apart, or as close together as 
practicable. 


73749 O—56——22 
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pounds, 26 states have the 32,000-pound limit, and 18 states and the District of 
Columbia permit loads greater than 32,000 pounds. Several states have limits as 
high as 40,000 pounds and a few do not specify any limit. 

Highway engineers, alarmed at the damage being done to pavements by heavy 
vehicles, decided upon a course of action. In conjunction with the Highway 
Research Board, they have conducted two test road projects and are planning a 
third, The first test, made at La Plate, Maryland, was reported in October, 1952, 
and the second, the Idaho or WASHO (Western Association of State Highway Officials) 
test in October 1955.° 

On December 10, 1952, the Commissioner of Public Roads addressed the 38th 
Annual Meeting of the AASHO, saying: 

The Maryland and the Idaho full scale research projects, to- 
gether with other accumulated knowledge, will provide the informa- 
tion needed to appraise the effect on existing roads of heavier axle 


loads and to forecast the disastrous results that inevitably follow 
overloading.... 


Moreover, it is certain now that the factor of repetitive 


loading at short intervals has a serious deteriorating effect. This 


factor enters with the multiplication of the numbers of heavier 
trucks .3 


Maryland Test Road 

The Maryland Test was made on a portland cement concrete pavement. The test 
was conducted by the Highway Research Board for eleven state highway departments 
and the U. S. Bureau of Public Roads and was participated in by truck manufacturers, 
trucking interests and the petroleum industry. All parties to the test agreed in 
advance that the road selected for test purposes was typical of an "extensive mile- 
age of concrete pavement... in this country." Over this typical pavement, on a 
pair of identical parallel lanes, trucks were operated with maximum loads of 
18,000 pounds and 22,400 pounds on single axles. On another pair of identical lanes 


1 Highway Research Board, Special Report 4, Road Test One - Md. 
2 Highway Research Board, Special Report 22, The WASHO Road Test, Part 2. 


3 Thomas H. MacDonald, "A Choice of Guides," published in American Highways, 
January 1953, p. 34. 
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trucks were operated with loads of 32,000 pounds and 44,800 pounds on tandem-azles. 
"Differences in physical damage" upon the pavement which the report stated were 
"directly attributable to the difference between the axle loads applied" were care- 
fully measured and recorded with the result that "the 22,400-1b. single-arle loads 
caused 6.4 times as much cracking ... as the 18,000-1b. single-axle loads" and "the 
44, 800-1b. tandem-axle loads: caused 12.3 times as much cracking as the 32,000-1b. 
tandem-axle loads.* 

The report further shows that the 32,000-lb. and 44,800-1b. tandem-axle 
loads, although carried on two axles instead of one, nevertheless caused "greater 
pumping, cracking and settlement" and “greater distress" to the pavement than the 
single axle loadings of 18,000 pounds and 22,400 pounds. 

Persons seeking to discredit the Maryland test, though agreeing previously 
as to the suitability of the test road, now suggest that the pavement damage 
occurred because the soil predominantly underlying the pavement was of a silty- 
clay type. As to this, the report points out that while “pumping” develops more 
readily in pavements laid on fine-grained soil than on granular soil, progressive 
damage to concrete pavements requires that “the frequency and weight of traffic 
must be great enough to over-stress the slab to develop cracking and subsequent 
settlement. Pumping in concrete pavements did not become a problem until the 
advent of the greater use of heavy trucks." The report also noted that the pre- 
dominant type of soil underlying the stretch of test road is similar to that in 
virtually all the states east of the Mississippi River and in other large areas. 

A 3-reel motion picture of the Maryland test ("Road Test One -- MD") was 
prepared and distributed by the Bureau of Public Roads. The following is from 
that film: 

Broadly speaking, practically all of the pavement cracking 
resulted from undermining, by pumping of the subgrade, and repeated 
load application to the undermined slabs. 

The heavier the loads, either of single or tandem axles, 


the fewer were the number of vehicle passages required to start 
pumping, the more rapid the progress of undermining, the greater 
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the concrete stresses developed, and the earlier and more exten- 
sive the crack formation. 


For existing pavement of similar design and strength, laid 
on fine-grained, plastic soils susceptible to pumping, the test 
shows - 


One. That some pumping may be caused by single-axle loads 
no heavier than 18,000 pounds, but that progress of slab under- 
mining and cracking from such loads will be reasonably slow. 


Two. That single-axle loads of 22,400 pounds may cause 
cracking damage at a rate approximately seven times as great as 
18,000-pound single-axle loads applied with the same frequency. 


Three. That tandem-axle loads of 44,800 pounds may cause 
cracking damage at a rate approximately twelve times as great as 
32,000-pound tandem-axle loads. 


Four. That 32,000-pound tandem-axle loads may be expected 
to cause cracking damage at a substantially greater rate than 
18,000-pound single-axle loads, and at about the same rate as 
22,400-pound single-axle loads. 


In final summary, existing pavements, like that of Road 


Test One laid on pumping soils so widely prevalent, have a reason- 
able life expectancy .... 


If subjected to single-axle loads of 18,000 pounds maximua. 
The tandem-axle load equivalent to an 18,000-pound single-axle, 
in its effect on such roads, is less than 32,000 pounds. 

Single-axle loads of 22,400 pounds and more, and tandem-axle 
loads of 32,000 pounds and more, applied with frequency to such 
roads, may be expected to shorten substantially their service life-- 
and in a degree increasing with the weight of the axle loading. 

These are findings of great importance to the protection of 
our large investment in existing concrete pavements. We have 


learned much from Road Test One-MD. It was a completely objective 
test and its results may be accepted with confidence. 


WASHO TEST ROAD 

The WASHO test, sponsored by the Western Association of State Highway Of- 
ficials in cooperation with the Bureau of Public Roads, truck manufacturers, truck- 
ing interests and petroleum companies, was also conducted by the Highway Research 
Board. Page references which follow are to Special Report 22 of that Board, cover- 
ing the test. 


The test road was located in southern Idaho "at a site reasonably repre- 


sentative of conditions in the WASHO area" (p. 4,) and was specially designed and 
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built to the highest construction standards for sole use by the test traffic. In 
the test area average annual precipitation is low, fourteen inches a year, and 
during the test "the weather was less severe than normal for the area." (p. 5). 

The test was "a study of the behavior of certain flexible pavements under 
the repeated application of a number of selected heavy axle loads" (Preface). 
Axle weights of the test vehicles were 18,000 and 22,400 pounds for single-azle 
vehicles and 32,000 and 40,000 pounds for tandem-axle vehicles. The pavement 
structure varied from over-all thicknesses of six inches to twenty-two inches, in- 
cluding asphaltic concrete surfaces two or four inches thick. 

Special precautions were taken in designing and constructing the WASHO 
test road to eliminate variables due to natural soil conditions and the weather. 
For example, the soil underlying the entire pavement structure was processed by 
excavating, scarifying, controlling the moisture for density, and replacing and 
compacting the soil to a depth of two feet. The stone subdbase extended from shoulder 
slope to shoulder slope. Such precautions would take a prohibitive amount of time 
and money if followed in general road construction. 

Test load operations were carried out during three main periods: 

November 6-27, 1952, June 11-December 11, 1953, and February 17-May 29, 1954. 
Each lane of pavegent was subjected to approximately 238,000 load applications, or 
119,000 truck trips. 

Test loadings in 1952 were discontinued after only 19 days due to freezing 
of the subsoil which occurred on November 27. Although only 16,625 load applica- 
tions were made during this short period, the pavements having a thickness of 6 
inches, including the 2-inch asphaltic concrete surfaces, were damaged considerably 
and required replacement over large areas. The report notes that 6-inch pavements 
are "representative of a considerable mileage of existing highways." (p. 4). 

When traffic was resumed on June 11, 1953, certain test procedures in- 
dicated "the critical spring period could be considered to be over." The report 


states: 
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"Obviously, this was not the case. A great deal of structural 

distress occurred immediately in the thinnest sections, and it 

was necessary to curtail the traffic during the next few veeks 

to permit maintenance of the test sections. Thus, although 

scheduled operations would have consisted of approximately 1,200 

load applications per day, the daily average for the period from 

June 11 to July 7 was only 61." (p. 18) 

Although summertime temperatures, around 100 degrees F., prevailed in the 
daytime during this 27-day period, the report notes that no loads were applied on 
about one-third of the days. It continued as follows: 

the most rapid development of damage ... occurred between June 

11 and 20, 1953, since the rate of distress averaged 748 sq. ft. 

per day, whereas the rate of load application averaged my 12 

per day. Conversely, the lowest rate of failure occurred be- 

tween May 22 and 29, 1954, when the corresponding figures were 1 

sq. ft. per day and 1,173 applications per day. (p. 92) 

The 12 test loads applied daily to each test section during this ‘critical 
period" were only 1 per cent of the 1200 per day actually scheduled. 

If the scheduled operations had not been interrupted by damaged pavements 
necessitating repairs, the results of the test project would in all probability 
have shown a much greater percentage of damage to the sections which did suffer 
from even the very limited test traffic and some damage to the thicker sections 
which did not show any distress from the reduced test traffic during the period 
June 1i-July 7, 1953. 

The test was not carried on for part of the winter, 1953-1954, but was re- 
sumed on February 17, 1954, after all frost had left the ground. The report 


states: 


In the second /criti period, February 17 to April 
7, 1954, 40 per cent (14,770 sq. ft.) of the total dis- 
ee ee under 13 per cent of the applications. 
p- 5). 


This distress averaged 295 sq. ft. per day and the load applications averaged 
around 600 per day, or about one-half of the daily number planned for the test. 
The total precipitation at the road site during the siz sonths of Septeaber 1953 
through February 1954 was only about 4 inches, or two-thirds of an inch per sonth; 


the average precipitstion taken over a 38-year period was about twice as such as 
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the average for this six-month period. 

When the test was concluded on May 29, 1954, the test plan had not deen 
completed because it was necessary to curtail the test truck runs by reason of 
pavement failures. It is significant that a test road located in a general area 
of very low rainfall and built to the most exacting standards should have had 
sections of the road fail so early in the test. 

Highways generally are not part-time facilities. Unlike the test roads, 
they cannot be closed to traffic, nor even to pounding from heavy trucks, when 
weather and soil conditions are not exactly ideal. 

As to the relative effect of tandem-axle and single-axle loads, the report 
on page 5, states: 

Based on distress that occurred in the section with 4-inch 
surfacing, a tandem-axle load of 28 kip /thousand pounds/ would 

have been equivalent in this test to a single-axle load of 18 

kip. Similarly, a tandem-axrle load of 33.6 kip would have been 

equivalent to the 22.4 kip single-axzle load. Comparisons for 

sections with 2-inch surfacing, based on a graphic analysis which 

discounted the relatively erratic behavior of two of the ten 

sections, showed that a tandem-arle load of 28.3 kip in this test 

could have been equivalent to the single-arle load of 18 kip. 

Similarly, a tandem-axle load of 36.4 kip could have been equiva- 

lent to the 22.4 kip single-axrle load. In general, the distress 

caused by tandem axles was equivalent to that caused by single 

axles of the order of two thirds of their weight. 

For this project the total area of all types of distress 

(from Class I cracks to deep patches) was 13.8 per cent greater 

under the 22.4-kip single-axle load than under the 18-kip single- 

axle load and 46 per cent greater under the 40-kip tandem-arle load 

than under the 32-kip tandem-arle load. 

The report said "the behavior of the pavement with the 4-inch surfacing was 
far superior to that of the pavement of equal structure thickness with the 2-inch 
surfacing of asphaltic concrete for the life of this test track," and "distress 
in the outer wheel path was considerably in excess of that in the inner wheel path. 
Surfacing of the shoulders in three of the test sections in July of 1953 proved to 
be highly effective in retarding distress in the outer wheel path." (p. 4). 

The WASHO report ©. 4) found that pavements under conditions similar to 


those of the test should have a minimum over-all thickness as follows: 
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With 2-inch With &inch 
—Surface —Surface 


Por 18,000 pound single axle loads 16 inches 10 inches 
® 22,400 7 * + ” 19 = 10 a 
n oa o tandem a nw 17 ® 10 w 
* ,000 * ” ” « 20 ® 14 ® 
Both the Maryland and WASHO tests showed conclusively that the heavier the 
axle loads the greater the damage to the pavements; furthermore, that a 32,000- 
pound tandem—arle load causes more damage than an 18,000-pound single-arle load. 
Since the thicker aud wider pavements are needed solely by the heavier vehicles 
they alone should bear the added cost. 
What Hav s? 
We have learned from the Maryland and WASHO test road projects: 


(1) Pavement damage is caused by even the smallest of the test loads, 
18,000 pounds on a single axle, which is permitted by every state. 


(2) The heavier the load, the greater the damage. 

(3) 32,000-pound and greater tandem-arle loads are much too heavy for a 
pavement designed for 18,000-pound single-axle loads. The tandem loading should 
be not more than one and one-half times the single-arle load. Under some condi- 
tions a tandem-axle load of 20,000 pounds may cause as much distress as an 18,000- 
pound single-arle load. 

(4) The test loads cause greater damage on pavements of lesser strength 
than on the high-type pavements, and such loads have shortened materially the use- 
ful life of the less strong pavements (which comprise the bulk of the existing 
highway network). 

(5) Automobiles and light trucks and buses have no damaging effect on pave- 
ments designed and constructed for heavy vehicles, and pavements are being built 
for the heavy vehicles. 


(6) State statutes limiting arle loads must be revised downward if present 
pavements are to be saved from further premature destruction. 


Much of what was said by Thomas H. MacDonald, Commissioner of Public Roads, 
in December, 1952, about the two test projects providing “the information needed 
to appraise the effect on existing roads of heavier axle loads and to forecast the 
disastrous results that inevitably follow overloading," has already come true. 
There are hundreds of thousands of miles of highways and thousands of bridges 
already in place, and in which billions of dollars of public money have been in- 


vested, that cannot withstand heavy truck traffic in large volume without being 
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prematurely torn to pieces. We cannot permit them to be destroyed because certain 
limited tests may indicate that highway facilities, if constructed to higher 


standards at greater cost, could bear up under extreme loads. While seeking 
intelligent guidance regarding the standards which should be pursued in providing 
highways for the future, we aust also protect the tremendous investments already 
nade. 

It is evident, also, that still further increases in legal size and weight 
limits would be a mandate requiring highway engineers to design highways to higher 
standards for the future. The greater costs of such construction would mean that 
fewer miles could be improved with any given expenditure of public funds. These 
conditions have a direct bearing on Federal highway-aid policy and on programs for 
improvement of the interstate system with Federal funds. Whatever provision is 
made for the special requirements of large and heavy vehicles, the excess costs 
should be imposed specifically and solely upon such vehicles. Furthermore, in 
order to protect its investment the Government should withhold Federal highway aid 
from States which permit excessive vehicle sizes and weights, as proposed in S. 1048 
and H. R. 7474 of the 84th Congress, ist session. (See next Chapter.) 
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CHAPTER V1 
SIZE AND WEIGHT LIMITS 
AASHO Code. 
The American Association of State Highway Officials! adopted on April 
1, 1946, a "Policy Concerning Maximum Dimensions, Weights and Speeds of Motor 
Vehicles to be Operated Over the Highways of the United States," which it 
recommends for uniform incorporation in all state laws for the following 


reasons: 


(1) To establish one of the fundamental prerequisites of 
highway design. 


(2) To promote efficiency in the interstate operation of 
motor vehicles, 


(3) To promote the safety of highway transportation. 


To establish a present basis for regulation of the 
many relationships between the dimensions and weights 
of motor vehicles and the strengths and capacities of 
existing highways. (p. 5) 


Standards recommended in the policy for maximum dimensions, weights, and 
speeds of motor vehicles are as follows: 


(1) WIDTH—No vehicle, unladen or with load, shall have a total 
outside width in excess of 96 inches, 

(2) HEIGHT--No vehicle, unladen or with load, shall exceed a 
height of 12 feet, 6 inches. 

(3) LENGTE—(a) Wo single truck, unladen or with load, shall 
have an overall length, inclusive of front and rear bumpers, in 
excess of 35 feet. 

(b) Wo single bus, unladen or with load, shall have an overall 
length, inclusive of front and rear bumpers, in excess of 4 feet, 
provided that a bus in excess of 35 feet in overall length shall not 
have less than 3 axles, 

(c) Wo combination of truck-trector and semitrailer, unladen or 
with load, shall have an overall length, inclusive of front and rear 
bumpers, in excess of 50 feet, 

(4) No other combination of vehicles shall consist of more than 
two units, and no such combination of vehicles, unladen or with load, 


shall have an overall length, inclusive of front and rear bumpers, in 
excess of 60 feet, 


141) state highway departments and the United States Bureau of Public Roads 
are members of the AASHO. 
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(4) SPEED—(a) Minigum speed, So motor vehicles shall be 
unnecessarily driven at such slow speed as to impede or block 
the normal and reasonable movement of traffic. Exception to this 
requirement shall be recognized when reduced speed is necessary 
for safe operation or when a vehicle or combination of vehicles 
is necessarily or in compliance with law or police direction pro- 
ceeding at reduced speed, 

(>) Maximum speed. No truck shall be operated at a speed 
greater than 45 miles per hour, Passenger vehicles may be operated 
at such speeds as shal] be consistent at all times with safety and 
the proper use of the roads, 

(c) Vehicles equipped with solid rubber or cushion tires shall 
be operated at a speed not in excess of 10 miles per hour 

(5) PERMISSIBLE LOADS—(a) No axle shall carry a load in ex- 
cess of 18,000 pounds, 

(NOTE: An axle load shall be defined as the total load transmit— 
ted to the road by all wheels whose centers may be included between 
two parallel transverse vertical planes 40 inches apart, extending 
across the full width of the vehicle.) 

(>) Wo group of axles shall carry a load in pounds in excess 
of the value given in the following table corresponding to the dis- 
tance in feet between the extreme axles of the group, measured long- 
itudinally to the nearest foot: 


Distance in Maximum load Distance in Maximum load Distance in Maximum load 
feet between in pounds feet between in pounds feet between in pounds 
the extremes carried on the extremes carried on theextremes carried on 


of any group any group of of any group any group of of any group any group of 
of axles axles of axles axles of axles axles 


22 45,700 ho 
23 46, 590 4} 
28 47,470 42 
25 43 


BREVSSRRSRY 


44 
45 
a 
47 


BURFESVESSSE 


26 
27 
28 
29 
5 
31 
32 
33 
¥ 
35 
z 
9 


SYBG RAG 
a 

a 

5 


B88 


(c) The maximum arle and axle-group loads recommended in 
paragraphs (a) and (b) above are subject to reasonable reduction 
in the discretion of the appropriate highway authorities during 
periods when road subgrades have been weakened by water saturation 
or other causes, 
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(4) The operation of vehicles or combinations of vehicles 
having dimensions or weights in excess of the maximus limits 
herein recommended shall be permitted only if authorized by 
special certificate issued by an appropriate State authority. 
(pp. 5-7) 

These recommended standards do not, of course, superseie the standards 
adopted by each state through legislative enactment. There are no compulsory 
Federal standards nor is there any Federal contro] over dimensions, weights, 
and speeds of motor vehicles even on Federal-aid highways. 

State Trends 

States have regulated the size and weight of motor vehicles for about 
4O years. Most of the early acts limiting size and weight made no distinction 
between single-unit trucks and combinations, obviously because the latter were 
not in general use. Subsequent changes both in equipment and road facilities 
have prompted various refinements of the original laws, 

When solid tires were standard equipment for motor vehicles, load limita~ 
tions were expressed in pounds per inch width of tire, the purpose being to pro- 
tect the surface of the pavement from deformation and distress. As solid tires 
were replaced by pneumatic tires, distress to the pavement surface became less 
important and the emphasis in protection was placed on the pavement structure 
as a whole. Wheel-load and axle-load limitations were then enacted by the states 
to protect the entire pavement structure. 


Gross weight restrictions and limitations on the combined vehicle weight 


and carried load were enacted by states primarily to protect bridges from over=- 
loading, 


Changes in size restrictions reflect the growth of combination-type 
vehicles, such as a tractor and semitrailer, a truck and full trailer, or a 
tractor semitrailer with a full trailer attached, particularly since World 
War II. Although every state now permits the use of a tractor semitrailer, 
a number of states still do not allow one or both of the other two types of 


combinations. 
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A comparison of state size and weight limitations as of January, 1941, and 
in 1955 after the adjournment of state legislatures is made in Table Xii1,* below: 
State Size and Weight Limitations, 1941 and 1955 


Length of 
single-unit 
truck 


Length of 
tractor- 
semitrailer 
combination 


Length of 
longest 
coabination 


Single axle 
load 


Gross weight 
of a Saxle 
tractor seni- 
trailer 
combination 
in pounds 


194) 


a inches in 46 states and D.°. 
: in 2 states 


Less than 12 feet in 2 states 
12 feet in 6 states 
128 feet in 28 states 
and D.°¢, 

More than 12@ feet in 12 states 


30 feet or less in 5 states 
31 to 35 feet in 31 states and 


DS. 
More. than 35 feet in 12 states 


35 feet or less in 5 states & Do 
40 feet in 12 states 

42 feet in one state 

45 feet in 19 states 

50 feet or more in ll states 


5 feet or less in 2 states 
feet in 9 states 

45 feet in 18 states 

SO feet in 7 states & D.C, 

More than 50 feet in 12 states 


16,000 pounds in 8 states 

17,000 in 1 state 

18,000. * in 26 states 

More than 18,000 pounds in 

13 states and D,c, (Several 

of these states had requirements 
which indirectly reduced their 
atle loads to less than 18,000 
pounds ) 


nesses or less in 23 states 

Over 40,000 and not over 
50,000 in 6 states 

Over 50,000 and not over 
60,000 in 10 states 

Over 60,000 and not over 
70,000 in 5 states 

Over 70,000 in 4 states 


1255 


96 inches in 45 states and D.C, 
me in 3 states 


128 feet in 28 states and D.C,, 
except 13 of these states permit 
138 feet for automobile transports, 


More than 12% feet in 20 states. 


35 feet in 31 states and D.°,. 
More than 35 feet in 17 states, 


15 states 

one state 

in 20 states & D.°,. 
than 50 feet in 12 states, 


in 
in 


t 
t 
t 


t in 13 states 

t in one state 

feet in 19 states and D.°, 
to 6 feet in 11 states 

than 60 feet in 4 states 


fee 
fee 


een pounds in 35 states 

More ee pounds in 15 
stetes and D, 

(The 18,000 aa) limitation may 
be increased in 6 states by so- 
called legal tolerances which 
range from 540 to 1500 pounds 
among those 6 states) 


Less than 50,000 in one state, 
50,000 in 4 states 

Over 50,000 and not over 60,000 
in 13 states 

Over 60,000 and not over 70,000 
in 15 states & D.C. 

Over 70,000 and not over 80,000 
in 13 states 

Over 80,000 in 2 states 


lCertain exemptions to the limitations in 1941 and 1955 of relatively minor impor- 
tance and generally applicable only to special vehicles have not been included in 
the comparison, 
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In six of the states, the present limitations on the gross weight of the 
5~axle tractor—semitrailer as set forth above have been modified by statutory 
provisions permitting certain additional weights, called tolerances, ranging 
from 2,000 pounds to ten per cent of the maximum gross weight otherwise permitted. 


In addition, some states also permit deviation from standards by administrative 
action, 


The trend since 1941 in size and weight restrictions by states may be 


summarized as follows: 


(a) Width has remained generally at 96 inches. 

(bd) Height has increased, with nearly twice as many 
states now permitting more than 12% feet. 

(c) Lengths for single-unit trucks have increased. 

(4) Lengths for tractor—semitrailer combinations have 
increased generally, with nearly three times as many 
states now permitting 50 feet or more. 

(e) Lengths for the longest combinations have increased 
generally, but there has been little increase in the 
number of states permitting lengths in excess of 
50 feet. 

Single-axle load limits have increased generally to 
18,000 pounds, but the number of states with lizits in 
excess of 18,000 pounds has only slightly increased. 
Gross weight limits for tractor-semitrailer combina- 
tions with five axles have been increased markedly 
in most states. Only 9 states permitted this 
combination to weigh more than 60,000 pounds in 1941, 
but 30 states and the District now permit gross 
weights in excess of 60,000 pounds. There has been 
a trend in the direction of tolerances in the gross 
weight limits for both single-axle loads and five- 
axle combinations. 


In 194] tandem-axle arrangements were far less common than now, With their 
marked increase in recent years the recommended AASHO limit of 32,000 pounds has 
become of great importance. Only 4 states have tandem-arle limits lower than 
32,000 pounds and 26 states hold to that standard. However, 18 states and the 
District of Columbia permit tandem-axle loads over 32,000 pounds. Of these, 2 
states allow 40,000 pounds and 3 states have no specified limit. 

tra-le 

Movement of motor vehicles in excess of the legal saxisus size or weight 

may be accomplished legally through the issuance of permits or special authoriza- 
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tions. The Highway Research Board found that special permits are issued for 
extra-legal movements in all but two states, although in 17 states no provisions 
exist for the movement of over-size and over-weight loads on secondary or local 
highways, The practice of issuing special permits should be limited to avoid its 
becoming general in application, and thus, negating existing statutory limitations. 


The Effect of Heavy Vehicles on Highway Design and Costs 

Highway pavements and bridges are designed to carry certain maximum loads. 
States which have studied the probable effect of heavy vehicles on highway design 
and costs have found that highways to accomodate heavy vehicles are far more 
costly than those necessary for light trucks and automobiles. 

The California Legislature made a study of this subject in 1948 and 
reported as follows: 


Furthermore, a special study made by the Division of High- 
ways at the suggestion of the Joint Fact-Finding Committee re- 
vealed that the provision of highways adequate for heavy commer- 
cial vehicle use increased costs of highway construction sub- 
stantially. All construction projects designed and let to con- 
tract during 1947, amounting to $43,600,000 in total cost, were 
analyzed. It was found that the cost would have been $35,700,000 
had the highways been designed for light vehicles only. Heavy 
vehicles were directly responsible for $7,900,000 of the costs 
on these particular projects. In addition, they should, of course, 
bear a fair share of the ordinary joint costs of highway construc- 
tion. Allocating these joint costs to heavy vehicles according to 
relative use as reflected by ton-miles of operation made thes 
responsible for $16,065,000 in addition to the direct costs of 
$7,900,000 , or a total of $23,965,000. 


It is concluded that heavy vehicles may reasonably be held 
responsible for 55 per cent of the costs of constructing state 
highways, Obviously, they should also share in the joint burden 
of highway maintenance and administration. On the ton-mwile basis, 
they would be assigned 45 per cent of these costs. For all ex- 
penditures, then, heavy vehicles would be held responsible for 
about 52 per cent of the total costs according to this study. As 
we shall indicate later, their estimated user payments under the 
present tax system amount to less than 35 per cent of the total.* 


lethe Truck Weight Problem in Highway Transportation, 1950." 


2Report of the Subcommittee of the Standing Committee on Transportation of the 
Senate to the California Legislature, 1949, Regular Session (Report dated 
December 31, 1948), Do. 9. 
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"Heavy vehicles" as referred to in the California study incluéed all 
vehicles having an axle loaf in excess of 8,000 pounds, If the study had dealt 
separately with the even heavier vehicles, it would necessarily have found their 
responsibility as a class for highway costs to be relatively such greater. 

The Legislature of Oregon, through committees created for the purpose, 
conducted a number of highway studies in the 15-year period since 1940. A 
report made in 1947 by the Interim Committee for the Study of Motor Transporte- 
tion reached the following conclusions: 


1. The present tax rates for private passenger cars are 
equitable and adequate. , 


2. The cost of provid highways for the basic vehicles 
(passenger cars) is /3 per cent of the cost of 
highways designed for present actual or standard traffic. 


Thirty-three and one-third per cent of the standard 
highway costs plus a pro rata of the basic highway cost 
should therefore be allocated to vehicles with gross 
weights in excess of 4,000 pounds, 


An additional 1 per cent of the cost of standard 
highways should be allocated to vehicles in excess 
of 26,000 pounds to cover the additional cost due 
to the necessity for better alignment. 


An additional six—tenths of 1 per cent of standard 
highway costs should be allocated to vehicles in excess 
of 30,000 pounds gross weight to we the cost of con- 


structing and maintaining bridges. 

The California Division of Highways submitted a report responsive 
to California State Senate Resolution No.. 28 (195%, First Extraordinary 
Session), "with respect to the effect of maximum weight limitations on 
single axles of commercial vehicles and the effect thereof on highway ‘construc- 
tion and maintenance." The report states: 

- « » the life of a road pavement structure and its cost of 
operation depend —— upon the weight of loads that it 


must carry and upon number of times that these loads must 
be carried. The vast increases in the number of commercial 


lReport of the Legislative Interim Committee for the Study of Motor Transporta- 
tion in Oregon (January 1, 1947), p. 62. 
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vehicles on the State Highway System, together with the in- 
creases in weights within the present statutory limitations 
have placed a great strain on the existing pavement structures.1 
The. legal load limits in California are 18,000 pounds for a single axle 
and 32,000 pounds for tandem axles, The California Division of Highways re- 
ported that “any increase in axle loading would substantially increase" the 
annual cost of reinforcement and maintenance of highways and added: 
If axle loadings were increased 25%, strengthening % the 
pavement would be required on 8,620 miles of older /state- 
sys highways. The total cost of this strengthening is 
estimated to be $96,000,000. (p. 8) 
If heavier axle load limits were adopted, it would be 
necessary to strengthen these older pavements as rapidly 
as possible to prevent complete destruction of the riding 
surface. (p. 11) 
D. F. Pancoast, Ohio Department of Highways, presented a paper entitled 
"Ohio Incremental Study: An Experiment in Vehicle-Tax Allocation" before the 
Highway Research Board at its 32nd Annual Meeting in January, 1953. Mr. 
Pancoast's paper, which pertains primarily to highways in Ohio, states: 
- « othe cost and methods of construction and the charac- 
teristics of traffic have tly in the last 10 or 
15 yr. For example, the coordinator's report 
which the trucking industry refers to so nostalgicly, used 
4 in, of concrete for the basic vehicles and only 6-1/3 in. 
for the heaviest combinations. Wow, 10 in. sust be used. 
His heaviest combinations averaged 32,500 1b. gross weight 
and 28,000 mi. a year. Those figures are more than doubled 
today .2 
Mr. Pancoast determined that a pavement of sufficient strength to 
carry the 19,000-pound axle loads (Ohio's legal limitation on single axles) 
prevalent in Ohio's traffic would cost 130% more than a pavement designed for 
the light vehicles, Automsobiles and light trucks generally have axle loads 


of 4,000 pounds or less, 


\california wats and Public Lap Official Journal of the Division of High- 
vay partment Public : te of California, January-February, 1955, 


*Proceedings of the 32ud Annual Meeting, Highway Research Board, 1953, p. 69. 
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Thus, it is amply demonstrated that far stronger and far more costly 
pavements must be provided for heavy trucks than for light trucks and auto- 
mobiles, If the Federal Government is to assume a greater role in providing 
facilities designed for the heavier vehicles, it should fix maximum weight 
limits to be observed and levy proper charges for highway use by the heavier 
vehicles and the added costs they impose. 

e e t t tect it t . 

In the last 35 years, almost $10 billion of Federal funds has been ex- 
pended for highway and street construction, and the Federal Government in the 
1954 act has authorized annual expenditures of nearly a billion dollars for 
such additional construction. Still greater Federal outlays have been pro- 
posed and considered by congressional committees. Such proposals call for 
spending Federal funds of more than $3 billion annually for the next 10 years. 
Thus, the Federal Government not only has a large existing stake in highways 
but may have an increasingly larger stake in the future, 

In the same 35-year period, state and local jurisdictions have spent 
more than $38 billion for construction of highways and streets. Of this 
amount $21 billion was spent in the 1] years since World War II, In 
addition to construction, the state and local governments have spent over 


$20 billion in the last 11 years for maintenance and other highway purposes. 


Efforts to protect this tremendous investment by imposing load limits 
on heavy vehicles have thus far failed of their objective. While almost 
every state highway department has deplored the damage to its pavements by 
heavy loads, penalties for overloads are inadequate to offset the profit 
to highway carriers in overloading, especially when the chances are fair 
that the violating carrier may not be apprehended. Where the laws have 
been adequate, frequently the enforcement has not. Legislatures have 
oftentimes increased the weight limits in their states with little or no 


regard for the capacity of existing pavements and bridges. 
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The Illinois Highway and Traffic Problems Commission, created in 1947 


to study and prepare a highway and bridge program for that state, made 
recommendations for the protection of existing highways as follows: 


The development of motor vehicles has always been 
ahead of highway improvements. Automobiles have become 
capable of higher speeds than the highways were built for, 
and trucks have become capable of carrying heavier loads 
than those the pavements were designed to withstand. 
Highway agencies all over the country have been almost 
frantically trying to keep pace with motor vehicle develop- 
ment in the new pavements they build, knowing that practi- 
cally all the rest of their highway plants have already 
been rendcred functionally obsolete by the kinds of vehi- 
cles.that use them. The restrictions against increased 
sizes, weights, and speeds have not been effective. Wo 
sooner are the lisitations raised than the clamor for new 
increases begins again. The folly of such a process is 
fully apparent, yet no stopping point has been reached. 
This Commission is of the definite opinion that it is time 
to call a halt. 


It would appear to be essential that all concerned— 
the highway users, the automobile manufacturers, the tax- 
payers, and the highway agencies——come to 4 general 
gent as to highway standards and as to the vehicles that 
soe be permitted to use the highways built to those 
8 Se ee 


The Commission is strongly of the opinion that 
the time has come for the State of Illinois to serve notice 
that it will not increase its maximum vehicle size and 
weight limitations any further for a long period of years 
ahead, If such a policy is not adhered to, and loads and 
sizes are permitted to exceed highway design limits, it is 
obvious that highway obsolescence and deterioration will 
accelerate beyond anticipated rates, and maintenance of the 
highway system of the state to desirable standards will be 
impossible, 


Accordingly, the Commission recommends that the 
General Assembly write inte the law a statement of policy 
and intent in the strongest possible language for the 
guidance of future legislators, in effect serving notice 
that it is the policy of the State of Illinois not to 
raise vehicle weight and size limitation for a period of 
20 years to come. 


If the Federal Government is to pour additional funds into highways, 
it, too, has the responsibility to protect its investment. The capacity of 
highways and bridges cannot be increased by legislative enactments. 


i 
ae = PPolaae ii3taehe 5 tas wens fis Pig PHBR tee ast on A Highway 





350 HIGHWAY REVENUE ACT OF 1956 


Therefore, if the states persist in increasing permissible sizes and weights, 
the Federal government, as was recommended by the Illinois legislative com 
mission for Illinois roads, should halt all increases on Federal-aid roads 
and demand enforcement of existing limits. 
Protective Provisions of Ss 1088 (Gore Bil)) and H.R, 7474 * (Fallon Bii)) 
These bills, considered in the 84th Congress, proposed that the Federal 
share of expenditures on the interstate system of 40,000 miles of main high- 
ways should be 90% of total construction cost. 
As protection for this vast investment, S, 1046, which was passed by 
the Senate, and H. R. 7474, as considered in the House, provided as 


follows: 


No funds authorized to be appropriated for any fiscal year 
by this section shall be apportioned to any State within the 
boundaries of which the National System of Interstate High- 
ways may lawfully be used by vehicles with any dimension or 
with weight in excess of the greater of (1) the maximum cor- 
responding dimensions or maximum corresponding weight permit- 
ted for vehicles using the public highways of such State un—- 
der laws in effect in such State on July 1, 1955, or (2) the 
maximum corresponding dimensions or maximum corresponding 
weight recommended for vehicles operated over the highways 
of the United States by the American Association of State 
Highway Officials in a document published by such association 
entitled "Policy Concerning Maximum Dimension, Weights, and 
Speeds of Motor Vehicles To Be Operated Over the Highways of 
the United States" and Lonranete recommendations adopted 
by such association on April 1, 1 Any amount which is 
withheld from apportionment to any State pursuant to the 
foregoing provisions of this section shall be reapportioned 
immediately to the States which have not been denied 
apportionments pursuant to such BT be coneareed Ee dey 
That nothing herein shall be const. to 
apportionment to any State allowing the lawful operation 
over the public highways within such State of any vehicles 
of combinations thereof that could be operated lawfully 
over the public highways within such State on July 1, 1955.7 


lrhe original House bill was H.R, 7072. Hearings were held on H.R. 7072 and 
other bills by the Subcommittee on Roads of the House Committee on Public 
Works, which made certain amendments and introduced H.R. 7474 as a clean 
bill. 


2In aa 747% the cutoff date was March 1, 1956, and in H.R. 7072, January 
1, 1956. 
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In brief, both bills (and H.B. 7072 as well) provided for withholding 


funds for the Interstate System from any state which increased marisun 
vehicle weights and dimensions above the greater of (1) weights and sizes 
in effect on the statutory date, or (2) recommendations of the AASHO. 

The AASHO policy recommends maximum length of 50 feet for a tractor- 
semitrailer combination and maximum gross weight of 64,650 pounds, based on 
distance between the first and the last axles of 45 feet. When the bills 
were under consideration in Congress, 22 states permitted five-axle tractor- 
semitrailer combinations weighing in excess of the 64,650 pounds recommended 
by the AASHO. Wumerous states have also departed from many other recommendations 
contained in the AASHO policy. 

Referring to the problem of protecting the proposed Federal investment 
in highways, the report of the House Committee on Public Works accompanying 
HB. 7474 said: 

While fundamentally a problem of State regulation, 
the committee feels that if the Federal Gove nt is t 
pay 90 per cent of the cost of the National /Interstat 


System it is entitled to protection against damage to that 
investment caused by heavy loads on the highway. 
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CHAPTER VII 


ABILITY OF OPERATORS OF HIGHWAY FREIGHT VEHICLES 
TO PAY ADEQUATE USER CHARGES 


The commercial trucking industry reaps great financial advantages from 
operating on highways improved and maintained at public expenses. Assertions by 
the trucking industry that graduated user charges upon the heavy commercial 
vehicles, to equalize their payments with those of ordinary light vehicles, 
would be excessive, punitive and destructive of commercial highway transportation 
are not supported by fact. 

Advantages to the commercial truckers are especially great in operating 
on costly superhighways designed and built largely to meet the special require- 
ments of the large and heavy vehicles. Available data pertaining to operations 
of the commercial trucking industry, derived chiefly from its own reports and 
publications, show that substantial economies in driving time, fuel, tires, 
brakes, maintenance, depreciation, insurance and other cost factors more than 
offset the charges which the operators of commercial freighters would pay for 
the use of such facilities, 

These conditions are of particular importance in considering how proposed 
major improvements of the National System of Interstate Highways should properly 
be financed, Contrary to claims by the commercial trucking industry that even 


the very moderate Federal user charges proposed in the first session of the 64th 
. 


Congress to help finance an enlarged Federal highway program would discriminate 
against the heavy trucks, savings to commercial truck operators would far ex- 
ceed the modest and inadequate charges proposed, 

The over-the-road commercial freight operators would be the greatest 
beneficiaries of an improved and costly Interstate System of major highways. 


They should be required to bear the costs properly attributable to then. 
Special highway benefits to commercial trucking are not, of course, 


limited to those accuring from high-type thoroughways such as are planned for the 
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improved Interstate System. The trucking industry is in the advantageous position 
generally of operating on public facilities which are publicly financed for the 
use of the public in general. Even if they paid their full share of highway 
costs, on the basis of relative use, truck operators would still benefit by having 
others share in the total cost of these joint-use facilities. 

By using public highways the trucking industry also escapes the taxes 
which would be levied on highways as private property. Some taxes and fees paid 
by the trucking industry are in the nature of payments for highway use. But such 
charges, which generally are not proportionate to actual highway use, consume 
only about 3.9 cents of the motor carrier revenue dollar. When this is compared 
to the railroad right-of-way costs of about 22.7 cents per dollar of revenue, 
the tremendous advantage to commercial trucking is evident. 
Savi to ks 0 

C. J. Williams, president of the American Trucking Associations, Inc., 
speaking at the anmual convention of the West Virginia Motor Truck Association, 
at Charleston, W. Va., on November 5, 1955, said that “improved interstate high- 
ways will make both motoring and truck operation more economical and more attrac- 
tive." In return for such economy of operation, Mr. Williams affirmed the industry's 
willingness to pay increased highway taxes if they are needed. He stipulated, how- 
ever, “that such terms as may have to be levied be equitable and across-the-board." 
The paradox in this position is that an across-the-board charge cannot be equita- 
dle both to operators of heavy commercial vehicles and to ordinary motorists. As 


demonstrated elsewhere herein and as recognized by highway authorities generally, 


a gasoline tax and other user taxes at a uniform rate discriminate greatly against 
the motorist to the advantage of the heavy vehicle operator. It is this kind of 
“user charge" that the trucking industry invariably supports and indicates a will- 
ingness to pay. 

Francis ¥. DuPont, special assistant on highway matters to the 
Secretary of Commerce stated unequivocally "....There is no question 
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that the trucks are the greatest beneficiaries...,"* in testimony before a subd- 
committee of the Senate Committee om Public Works.) Mr. duPont was speaking of 
improved superhighways such as the New York Throughway, a toll road, He said 
that before using toll roads the trucking firms make test runs and carefully 
evaluate the savings. “Obviously,” he said, “the savings exceed the toll or 
they wouldn't do it, In dollars and cents, it is about 4 cents a mile that they 
save on these eastern roads," Data cited hereafter indicate that Mr, duPont's 
general figure of 4 cents a mile is very conservative, Operating savings to 

the heavy trucks on non-toll superhighways built to standards comparable with 
the turnpikes would, of course, be no less, 

A statement by Robert B, Riss, president of Riss and Company, one of the 
largest trucking firms, is further evidence of the savings to truckers in super- 
highway operations, Mr. Riss said, “we are the largest user of the Pennsylvania 
Turnpike." "Yes," he continued, “we pay big tolls but the Turnpike saves us 
money, too, Last month, for instance, our toll fees ran between $24,000 and 
$25,000,%2 

Frank D, Merrill, State Highway Commissioner of New Hampshire, speak- 
ing for the American Association of State Highway Officials, cited the "net 
monetary gain" that highway users would receive from improved highways of the 
types contemplated for the Interstate System. In a statement before the House 
Committee on Public Works on July 12, 1955, he said: 


1 Hearings before a Subcommittee of the Committee on Public Works, 
United States Senate, 84th Congress, lst session, on S, 1048, S,)072, S.1160, 
and S,1573, Bills relating to the National Highway Program, p. 876, 


2 article entitled "Operation'PRO'* by Frank Davin in Public Safety, 
publication of Kational Safety Council, October 1955, p. 42. 
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We know that it is not easy nor pleasant for you to propose 
increased taxes that are required to pay for improved highways. 
Highways to accommodate modern demands cost money—lots of money. 

But the user of modern, convenient, and safe roads will agree that 

your action is in the public interest and that he is realizing a 

net monetary gain from your action. 

According to Mr, Merrill, the net gain would be realized even when the 
user paid charges "in proportion to his use of highway and in proportion to 
the additional cost that might be required by his particuler demands." 

The House Committee also recognized the “substantial benefits" which the 
trucking industry would receive from the high-type roads, It said, in its report 
on H.R. 7474, which provided for only moderate increases in the tax rates on 
large tires, tubes and diesel fuel: 

These changes in the tax rates on diesel fuel, tires, and 
tubes are designed to partially compensate for the additional cost 
of the program resulting from the design requirements imposed by a 
relatively small group of users (about 1# per cent) who operate large, 
heavy vehicles, and for the substantial benefits which this special 
Class of highway users will realize from better highways of the type 
proposed 
The foregoing quotations establish beyond any doubt that the heavy com 

mercial trucking industry derives very substantial savings in operating on ex- 
isting superhighways and would similarly benefit from an Interstate Systea of 
highways having similar features, 

A spokesman for the automotive industry, in emphasizing the desirability 
of a large-scale highway improvement program, recently estimated a prospective 
annual saving of more than $1 billion to the operators of large and heavy com- 
mercial vehicles on a modernized Interstate System alone. Karl M. Richards, an 
official of the Automobile Manufacturer's Association, and Secretary of its High- 
way Policy and Motor Truck committees, said in a speech on February 14, 1955, 
that a modernized Interstate System of highways would save the commercial 


trucking industry an estimated $900 million a year from reductions in driving 


“ lfearings before the Committee on Public Works, House of Representatives, 
th Cong., ist sess., on H.R. 4260 and H.R. 707 ly 11,12, 1955, Part 2, p.1292, 
iu. aaa Se Bhth PA ‘oe 


se of Representatives, Report No. 13 


Congress session, 
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time alone, “using a very conservative value of $2 per hour for the time saved," 

He further estimated that gasoline, brake and tire economies from opera- 
tions on an improved Interstate System would amount to over $550 million for all 
vehicles, including heavy trucks whose mileage savings in these respects would be 
the greatest. In addition he also predicted large savings from the reduction of 
accident and insurance costs, such savings being estimated at $600 million 
annually, These savings, too, would accrue in very substantial part to the large 
and heavy commercial vehicles that accumulate enormous mileages on the main high- 
ways constituting the Interstate Systea,. 

Altogether, this spokesman for the automotive industry, stressing the 
desirability and economy of improved highway facilities, estimated that savings 
from operations on the modernized Interstate System alone would aggregate over 
$2 billion yearly, with more than half of this total attributable directly and 
solely to operations of the large and heavy commercial vehicles, 

Further analysis shows that these estimates of large savings are well 
founded, From data published by the trucking industry, as related to the results 
of test operations conducted by trucking firms on toll turnpikes, it is estimated 
that the large and heavy commercial vehicles would save over 5 cents a vehicle- 
mile from operations on the improved thruways which would be built under the pro- 
posed Federal highway program, In the aggregate the prospective savings in 
trucking operations are indicated to be well over a billion dollars annually, 
These economies pertain to driving time, fuel, brakes, maintenance, depreciation, 
insurance, and other cost factors, 

The cost of operating over-the-road trucks in intercity service involving 
both long and short hauls and including terminal costs is about 46.7 cents per 


vehicle-mile, as follows: 
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Cents per 
Vehicle-aile 

Tires and tubes 
Fuel 
Maintenance 
Transportation-Other 
Terminal 
Traffic 
Insurance and Safety 
Administrative and General 
Depreciation 
Operating Taxes and Licenses 

Fuel and oil 1,0 

Registration 0,8 


All other 0,6 eae 1 
Several sotor carriers have made studies of savings in operating costs 
for vehicles using toll-type highways, and these studies also indicate savings 
through reductions in fuel consumed, time of travel, number of gear shifts and 
brake applications,¢ 
For example, the marked economies on one of these tests as conducted in 
1954 on the New York Thruway, end on the shortest alternate route, were summarized 


as follows: 


Over the longer route from Williamsville Toll Plaze/just outside 
Buffalo/ to Utica, the mileage saving on the Turnpike amounted to 

8.5 as compared with Routes 5 and 20, This will be increased when 
sections of the Thruway are completed, On the test run the Thruway 
driver ran 18,3 mi, on Routes 5 and 234, 


Road time over the Thruway and the 18 mi. of State roads was 
4 br, 1 win,, as compared vith 5 hr, 45 min,, over the alternate 
combination of Routes 5 and 20, a saving of 1 hr, 4 min, 

Wine gallons of gasoline were saved over the Thruway, 


Average speed was 15,09 mph, higher over the Thruway and 
Routes 5 and 234, 


lpeveloped from information in the 1954 edition of American Trucking 
eee ui ished by the American Trucking Associations, Inc,, as taken from 
offic reports of motor carriers to the Interstate Commerce Commission for 
the year 1952. 


28 e ws-Record, April 28, 1955, p. 112; Motor Truck Hews, 
Official Publication cf Empire State Highway Transportation Associaiton, Inc., 


October, 19%, PP. 8-9, 
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The Thruway driver sade 12 brake applications while his 
counterpart made 128 or 116 more, 


One full stop was required on the Thruway while the other 
driver made 35. 


While the former driver shifted gears 42 times on the Thruway 
itself, the other driver shifted 504, e saving of 462 shifts. 


The test runs, for which Riss & Co, furnished the tractor- 
trailer combinations, was supervised by L, J, Wolford of the Thruway 
staff, 


Translating the reduced fuel consumption indicated into money savings,! 
the reduction per vehicle-mile in the cost of gasoline, without tax, is .592 


cents and the saving in taxes on the gasoline is .302 cents per vehicle-nile,? 
Time saved in operations over turnpikes and thruways in comparison with 
operations over present highways represents a decrease of 32.]8%." Conserva~ 


tively, it is estimated that only half of this saving would be actually realized, 
The increased speed permits handling the same volume of traffic in fewer vehicles, 
The time saving can be fairly applied to the items of maintenance, transportation 
(other than tires and tubes and fuel), insurance and safety, depreciation, and 
registration fees. In other words, these items can be reduced by i6%, Savings 

on tire wear were not estimated, although they would undoubtedly be significant, 


lassuming that the cost of gasoline to a truck operator is 13,9 cents per 
gallon, to which is added a Federal tax of 2 cents and a national average state 
tax of 5.1 cents, 


2In a test conducted on the Pennsylvania Turnpike which traverses mountain- 
ous terrain, and a parallel course on U.S, routes 30 and 11, a far greater saving 
in gasoline was experienced. A 4axle tractor-semitrailer combination weigh- 
ing 50,080 pounds consumed 30.3% less gasoline on the Turnpike than on the other 
route. When loade* to 61,850 pounds, the same type vehicle consumed 35.1% less 
fuel on the Turnpike, At 74,380 pounds, fuel consumption was 41.3% less on the 
Turnpike, Usirg 21 cents as the price of a gallon of gasoline including tax, the 
saving amounted to 2,16 cents, 3,02 cents and 4,18 cents per vehicle mile for the 
50,080, 61,850 and 74,380 pound vehicles respectively, Results of the test were 
published by the Highway Research Board in "Time and Gasoline Consumption in Motor 
Truck Operation as affected by the Weight and Power of Vehicles and the Rise and 
Fall in Highways," Research Report No. 9-a, 1950. 


3In the test on the Pennsylvania Turnpike this time saving was substantially 
higher and was greatest for the heaviest 4axle vehicle, Time saving for the 
vehicles weighing 50,080, 61,850, and 74,380 pounds was 36.5%, 44.1% and 51.0%, 
respectively, on the Turnpike as compared to the parallel route, 
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A revised tabulation of the items making up the vehicle-aile cost, 
taking into consideration the economies from turnpike or thruway operation, is 


as follows: 


Cents per 
Vehicle-Mile 
2,200 


Tires and tubes 

Fuel 

Maintenance 
Transportation-Other 


ty 
Administrative and General 
Depreciation 
Operating taxes and Licenses 
Fuel and oil 
Registration 
All other 
Revised Cost Using Thruway 

This total of 41,13 cents a vehicle mile represents a saving of 5,57 
cents a wehicle-mile, On motor fuel costs (and tax) alone, the saving amounts 
to nearly one cent a vehicle-mile, Such larg: savings explain why the operators 
of intercity vehicles are able to pay tolls of four to seven cents a vehicle- 
mile for the use of high-type facilities, and do so if alternate routes do not 
offer similar facilities and economies, 

Since the interstate highways are proposed to be improved to standards 
equal to or better than existing turnpikes and thruways, the economies indicated 
for toll road travel may conservatively be applied to the proposed Interstate 
Systea, 

Taxes on Heavy Vehicles Proposed 424 

A typical vehicle used by intercity freight haulers is the tractor-semi- 
trailer combination having four axles and equipped with 14 tires, size 10,00-20, 
H.R, 7072 would have increased the Federal excises on such a tire by 45 cents a 
pound and on the tube by 4] cents a pound, making a total increase of $57,12 in 
taxes per tire, and $799.68 for the 14 tires, A fair average mileage for each 


tire is 100,000 miles, while sany accumulate 150,000 miles or more, On the basis 
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of 100,000 miles the additional tire tax would amount to 0,8 of a cent per 
vwehicle-sile, 

This typical vehicle travels about 5 miles on a gallon of gasoline, so 
that a l-cent increase in the Federal tax would amount to only 0,2 of a cent per 
vehicle-mile, 

H.R, 7072 also provided for a 4-cent a gallon increase in the diesel fuel 
tax, The typical vehicle would travel approximately 1,5 times as far on a gallon 
of diesel oil as on gasoline, or 74 miles per gallon of diesel fuel. The increased 
diesel tax would be, therefore, one-half of one cent a vehicle-aile, 

Under the provisions of H.R, 7072, the additional cost of the tire and fuel 
taxes together would amount to 1 cent a vehicle-mile when gasoline is used, or 1,3 
cents a vehicle-mile when diesel oil is used, Since the estimated saving to the 


operator on the high-type Interstate System will amount to 5057 cents a vehicle- 


mile he would save 4.57 cents a vehicle-mile when using gasoline, or 4,27 
cents when using diesel oil, 

H.R, 7474 would have increased the tax on large tires by only 10 cents a 
pound and on companion tubes by 6 cents a pound, It increased the tax on diesel 
fuel for highway use by 2 cents a gallon instead of 4 cents as in H.R, 7072, 

These lesser charges on the heavy vehicle would amount to only one-sixth 
of a cent a vehicle-mile for the additional tire and tube tax and to one-fourth 
of a cent a vehicle-mile for the increase of 2 cents a gallon on diesel fuel, 

Under H.R, 7474, the additional cost of the tire and fuel taxes together 
would amount to slightly more than one-third of one cent a vehicle-mile when 
gasoline is used, and about 4/10 of a cent a vehicle-mile when diese] fuel is 
used, With an-estimated saving of 5,57 cents per vehicle-mile to the heavy truck 
operator on the improved Interstate System of superhighways, he would realize a 
net gain of 5,20 cents a vehicle-mile using gasoline, or 5,15 cents using diesel 
fuel, 


H.R. 7474 also provided for a small increase in the manufacturer's excise 
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tax on commercial vehicles from 8% to 10%, to equalize with the rate now appli- 
cable to automobiles, This increase of 2 percentage points, paid only once when 
the vehicle is purchased, amounts to $264.24 for a 4-axle tractor-senitrailer 
combination valued at $13,212, according to the Bureau of Public Roads, On the 
basis of an 8-year life and 500,000 total miles, the additional excise tax for 
such vehicle would amount to approximately one twentieth of one cent a vehicle- 
nile, 

t e t 

Operators of commercial vehicles on the public highways are in the extremely 
advantageous position of baving the use of billions of dollars worth of public 
rights-of-way without any of the costs of ownership and, as indicated heretofore, 
without paying their full share of the costs of such facilities, 

It is a common practice of the trucking industry to exaggerate its claims 
of taxes paid on heavy trucks, All of the so-called "taxes" are lumped together 
without distinction between those which are true taxes and those which are not 
really taxes at all, but highway user charges, In referring to its tax burdens, 
the heavy trucking industry counts both user charges and true taxes, Then, when 
referring to “highway user charges," the trucking industry puts them together 
again in another category to show how much it has paid toward the support of high- 
ways, Obviously, taxes are not user charges and user charges are not taxes and 
the truckers cannot take credit twice for the same total payments, 

Gasoline taxes, registration fees, and in certain states other special 
charges such as weight-distance taxes are the only contributions commercial high- 
way users make to the costs of constructing and maintaining the public highways, 
which are their operating rights-of-way, Through such payments in 1953 the Class 


I motor freight carriers! paid $108,413,391, while their gross operating revenues 


lcommon carriers of general freight, and passenger carriers engaged in 
intercity service, 
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amounted to $2,760,424,940, Thus, for the use of the public highways, heavy 


commercial highway vehicles paid only 3.9 cents out of every revenue dollar, 
or less than one-fifth the cost to railroads, as shown in Table ZIV, of owning 
and maintaining their rights-of-way, 

Owning no right-of-way to be taxed, highway carriers make negligible con- 
tributions to the support of schools, police and other general functions of 
government, The railroads, on the other hand, sake large contributions for 
these purposes through taxes on their right-of-way properties, Such taxes on 
roadway and tracks alone, in 1953, took 2.3 cents of each revenue dollar, 

The advantage to operators of commercial wehicles on the public highways 
is twofold, They pay inadequate user charges for the use of costly public 
facilities, and are able by not owning the rights-of-way on which they conduct 
their business, to avoid general tax burdens associated with ownership, 
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Table XIV 


Comparative Rights-of-Way Costs 
Class I Railroads and Class I Intercity Motor Carriers, 1953 a/ 


ites Ratio to 
Amount operating revenues 
—(percent) _ 


Class I Railroeds 
Total operating revenues $10, 664,168,861 


Annual carrying charge on investment 
in roadway and tracks 836,327,060 


Maintenance of roadway and tracks 1,304, 437,471 


Crossing protection and drawbridge 
operation 41,619,526 


Estimated taxes on roadway and tracks 
(incl, payroll tax on MofW&S, cros- 
sing and drawbridge employees) 261,751,104 


Total 2, 424,135,221 


Class I Intercity Motor Carrierof General Freight 
——_____i_Intercity Passenger Carriers 


Total operating revenues 700,424,940 
Gasoline, other fuel and oil taxes 57,901,390 


Vehicle, license and registration fees 50,512,001 
Total 108,413,391 


9/ Motor carrier date represent Class I intercity common carriers of 
general freight, and passenger carriers engaged in intercity service, 


Source: Railroad data - Association of American Railroads, Bureau of Railway 
Economics, based on railroad reports to Interstate Commerce Commission, 
Motor carrier date - Interstate Commerce Commission, “Statistics of 
Class I Motor Carriers, 1953." 
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CHAPTER VIII 
WATIONAL DEFENSE CONSIDERATIONS 
In addition to all other considerations affecting public policy with 
respect to transportation, vitally important considerations of national de- 


fense demand that truck operators be required to pay a proper share of high- 


way costs, 


The economic scales obviously are tilted in favor of a medium of trans- 
portation (such as trucks) which has some of its costs borne by general tax- 
payers, and ordinary motorists. Shippers, in deciding which form of trans- 
portation they will use, are concerned only with those costs they actually 
pay. Such a policy of economic favoritism has the effect of accelerating the 


growth of the trucking industry while undermining the strength and essential de- 
fense capacity of the railroads, 


The Presidential Advisory Committee on Transport Policy and Organiza- 


tion! stressed defense transportation requirements in a special report2 to the 


President, as follows: 


While a general transportation policy should concern it- 
self primarily with our developing national economy, it must al- 
so be concerned with potential defense requirements. In the 
latter context two primary objectives may be noted: (1) to em- 
phasize the growth and development of the several forms of trans- 
port somewhat in accord with the proportional demands that de- 
fense will make upon them, and (2) to support their financial 
well-being to the end that they will be physically in excellent 
shape and possessed of a desirable flexibility and some degree 
of excess capacity. A policy under which the transportation 
enterprises generally live in precarious financial position is 
not a policy calculated to enhance our preparedness. Any policy 
which has the effect of weakening any form of transportation on 
which we must place major reliance in the event of war is not a 
satisfactory defense policy (p.5). 


1, committee consisting of Secretary of Commerce Sinclair Weeks as chairman; 
the Secretary of Defense and the Director, Office of Defense Mobilization; 
with the Secretary of the Treasury; the Postmaster General; Secretary of 
peeves and Director, Bureau of the Budget, as Ad Hoc Participating 
Members. 


2Revision of Federal Transportation Policy, April, 1955. 
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The form of transportation on which we must place major reliance in the 
event of war is now, as always, the railroads, 
Railroads and National Defense 

The vital role of the railroads in World War II, in absorbing vastly 
increased transportation requirements as well as traffic shifted from other 
means of transportation, including trucks, is well known. During World War Il 
more than 90% of all military freight and more than 97% of organized military 
passenger traffic moved by rail.) That this tremendous and vital wartime role 
of railroads is generally recognized by military and government authorities is 
shown by the following three quotations and numerous others appended at the 
end of this chapter. 

Without the railroads, the war might of our country could 
not be mobilized, (Major General Charles P. Gross, Chief of 
Transportation, Army Service Forces, June 21, 1944, } 

It is unthinkable that the complex demands of modern war 

can be met without railroads, (Hon, Henry L, Stimson, Secretary 

of War, December 28, 1943.). 

The railroads only have the capacity to meet all military 
traffic requirements in the United States. A combination of all 

other types of carrier service, exclusive of the railroads, would 

not meet our requirements. (Major General Frank Heileman, Chief 

of Transportation, United States Army, April 24, 1952.) 

In 1940, at the brink of World War II, the railroads handled 379 billion 
ton-miles, which was 62% of all commercial intercity freight traffic in the 
United States. In 1943, at the peak of the war, they handled 735 billion ton- 
miles and increased their share of total traffic to 72%, Since then, the rail 
share has steadily declined to a low of 50.5% in 1954, Motor trucks, on the 
other hand, handled about 10% of the total intercity freight traffic in 1940, 
then fell off sharply under wartime conditions to 5.6% in 1943, By 1954, 
their share of the total had increased to about 19.5%. Railroads were called 


upon to shoulder the tremendously increased burden of war traffic, largely be- 


lReport of the Chief of Transportation, ASF, World War Il, War Department, 
30 Wov., 1945. pp. 20, 25. 
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cause of their inherent ability to increase the volume of transportation ser- 
vice performed without a corresponding increase of plant and equipment, end 
with a minimum of manpower and fuel, The importance of these characteristics, 
especially with respect to critical materials needed for building and operating 
a war machine, is readily apparent. 

Of these vital characteristics of railroads the Presidential Advisory 
Committee said in its report: 


It may be necessary that particular modes of public trans- 
portation absord a large share of the anticipated increase in 
domestic traffic and in addition take on substantial diverted 
loads in the face of conditions which prevent any material ex- 
pansion of their physical plant or equipment because of the conm- 
petition of higher priority items for available materials and pro- 
ductive capacity. 


The railroads may be expected to have the greatest flexi- 
bility in accommodating an expanded domestic traffic with a mini- 
wun increase in equipment, since other forms of transportation as 
a rule require additions to equipment in direct ratio to an in- 
crease in traffic handled, and this is not the case with the rail- 
road industry. Any policy which strengthens the railroad base 
will tend to increase the built-in flexibility of our transporta- 
tion plant.... (p. 5). 


Railroads in 1951 produced per employee nearly three times as many ton- 
miles of freight service as were produced by the motor carriers engaged in 
inter-city service.) ‘This is not to mention the millions of passengers and 
the tons of baggage, mail, and express handled in addition by the same rail- 
road employees, The comparison further understates the greater relative man- 
power efficiency of the railroads because, first, the total number of rail- 
road employees used in calculating productivity per employee includes those who 
maintein the railroad rights-of-way, whereas the maintenance of public high- 
ways used by trucks is by public employees who are not included in the truck 
calculations; second, the total number of truck employees did not include man- 
power used in driving and servicing vehicles leased by the reporting carriers 


to perform transportation service, 


leased on a study in 1951 of rail and truck carriers reporting to the ICC, 
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At hearings before the Senate Committee on Interstate and Foreign 
Commerce in 1950, a witness for a trucking association told the committee that 
if you "take an 80-car freight train, with a crew of around 8 men on it and 
put that freight in trucks and you will have from 160 to 200 men working at a 
good jod."! If the objective is simply to make vork regardless of grossly in- 
efficient use of manpower, this would most certainly be one way to do it (al- 
though the comparison is somewhat exaggerated since it includes for railroads 


only those employees who actually work on the trains). On the other hand, if 


the objective is to encourage efficiency in transportation (and few will sug- 
gest that it should be otherwise) then the very marked superiority of rail- 
roads in this respect is of vital significance, particularly in tise of war 
when manpower is always in critical supply. 

Comparisons of fuel efficiency tell much the same clear story. Class I 
motor carriers of property in 1951 performed an average of 64 ton-siles of 
intercity freight service for each gallon of motor fuel consumed.? In com- 
parison, the Class I line-haul railroads using diesel locomotives and in- 
cluding fuel consumed in yard switching freight operations performed in the 
same year 215 revenue ton-miles of freight service for each gallon of diesel 
fuel consumed, Thus, on the basis of actual operations, railroads provide 
more than three times as much intercity freight service per gallon of fuel as 
motor vehicles, Considering that petroleum is almost literally the life blood 
of a war effort and that it is invariably in short supply in time of war, it is 


“Hui of Domestic land and vater Transportation — 
Committee on Interstate re e, 1950, p. 8%. 

2according to ICC Statistics of Class I Motor Carriers, 1951, Table 29, p. 43, 
the reporting carriers of property averaged 9.12 revenue ton-miles per vehicle- 
mile in intercity service, Assuming an average of 7 vehicle-miles per gallon 
of gasoline and diesel fuel, it is indicated that these carriers performed 
63.84 ton-miles of freight service per gallon of motor fuel, Seven miles to 

a@ gallon is regarded as a liberal estimate inasmuch as gasoline usage in truck- 
ing operations still far exceeds use of diesel fuel, which yields about 7 or 8 
miles per gallon in intercity motor freight operations. Average intercity 
truck mileage on gasoline is at least one-third less, 
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no exaggeration to say that the vast superiority of railroads for efficient 
fuel utilization may well mean the difference between victory and defeat, 
Highways and National Defense 

Highways also contribute to the national defense and security, But great 
harm may come from building costly highways, premised on defense needs, and per- 
mitting them to be used as commercial freightways without adequate payment for 
such use, 

Stimulated by such a policy the trucking industry would expand far be- 
yond its true economic range, drawing from the railroads revenues which are 
vital to maintaining the preparedness of railroads for defense, 

Military authorities and others generally agree that a system of high- 
ways adequate for peacetime civilian requirements would also suffice for war- 
time needs, except for certain access roads to military installations and de- 
fense plants, This conclusion was affirmed in testimony in 1955 by Major 
General Paul F, Yount, Chief of Transportation, U. S, Army, and Defense 
Department witnesses at hearings by Senate and House committees on proposals 
for an expanded highway program, Before the House Committee on Public Works, 
General Yount testified: 


eeeeconsideration has been given to Army, Navy and Air 
Force installations; key industrial areas important to the 
national defense; principal transportation centers; routes con- 
sidered to be of strategic importance in the defense of the 
United States; and efficient highway transportation, Based on 
these considerations and related matters, it has been determined 
by the Department of Defense that the National System of Inter- 


state Highways is the principal system of highways to serve the 
national defense, 


The Defense Department representative added: 


Highways to serve the national defense have been the sub- 
ject of ‘continuing study between the military staffs and the 
staffs of civilian highway agencies. As a result, the Department 
of Defense has designated the National System of Interstate High- 
ways the principal system of highways to serve the national de- 
fense. It has done so because it believes a relatively small; 
uniformly designed, and efficient system of connected highways, 


lHearings on H. R, 4260, Part 1, April 21, 1955, p. 158 
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interstate in character, is essential to the national defense. 
In addition, it is clear that the military highway system needs 
and the civilian highway system neads cannot be economically 
separated, Accordingly, it has been the constant view of the 
Department of Defense that the highway system needs of the 
national defense should be provided for by integrating the de- 
fense needs into the normal civilian highway programs, ! 


In the following quotation, General Yount indicated that highways for 
use of military vehicles need have no greater load-bearing capacity than high- 


ways serving commercial vehicles. 


eesekQquipment for the modern Army is much heavier, harder 
hitting, and faster than was foreseen only a few years ago, The 
weapons of the future will be the fastest and hardest hitting 
that can be developed, The trend has been toward heavier weapons, 
In this connection our objective is to distribute the military 
vehicle loads on the pavements and bridges so that defense high- 
way requirements are within the requirements for efficient and 
effective highway transportation to serve our peacetime economy 


In answer to a question by Senator Gore, General Yount stated that there 
is no exclusive military requirement for highways: 


Senator GORE. The suggestion has been made to me, and I believe 
before the committee, that it might be desirable to have an en- 
tirely new system of defense highways which, in time of emergen- 
cy, could be completely closed to other traffic but which in 
peacetime could be available to civilian traffic, What would be 
the position of the Department of Defense with respect to that? 


General YOUNT, I don't believe there would be justification for 
that, Mr. Chairman, because it has been our constant opinion 
through the years that the needs of the Nation and the needs of 
national defense were essentially the same. I do not think that 
the Department of Defense would sponsor a theory that a portion 
of the Nation's highway system would be barred to all other usage, 
solely for the military in the event of national emergency.> 


Since military requirements for highways do not go beyond those of the 
peacetime economy, there is no justification for charging part of highway costs 
to the general taxpayer on grounds of national defense. Receiving full benefit 


from Federal expenditures for highways, the trucking industry should be re- 


lIbid., p. 159. 
2Ibid., p. 158. 
3Senate Hearings on S,1048, Mar. 23, 1955, p. 520. 
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quired to pay through a Federal user charge its full share of the costs, Only 
in this manner can the trucking industry pay its way (with respect to Federal 
expenditures), and thus make a worthwhile contribution to the national defense. 
Only in this way can the trucking industry achieve a position more nearly 
analagous to that of the railroad industry, which provides a very important 
defense facility entirely at its own expense. 

The Presidential Advisory Committee which took cognizance in its report 
of the importance of defense considerations to transportation policy, noted 
some of the limitations on highway operations in wartime as follows: 

A common difficulty in wartime is the maintenance of 

carrier operations other than those of the regulated common 

carriers, particularly in the motor carrier field, The supply, 

under rationing or other procedures, of fuel, tires, repair parts, 

and other items is difficult to handle with large numbers of un- 

regulated carriers which do not normally report to any Federal 

body. It is, moreover, characteristic of these operations that 

they do not obtain an equally intensive utilization of equipment 

and manpower, and hence they contribute less to a war effort than 

do common carriers in proportion to the input of scarce materials 

and equipment, A stronger common carrier segment attained in 

part by the substitution of common carriers for others, greatly 

simplifies the problem of wartime supply.! 

This statement is particularly significant since motor carriers re- 
porting to the Interstate Commerce Commission handle less than one-third of the 
highway ton-miles, the rest being handled by private and exempt for-hire 
carriers subject to no Government regulation except in safety matters. 

The national interest is not served by citing national defense re- 
quirements as support for large expenditures on highways, while ignoring the 
far greater dependence of the national security upon a strong and efficient 
system of transportation by railroad, In this dangerous era of international 
tensions, it is an invitation to national disaster to pursue transportation 
policies which seriously weaken the nation's railroad system, when there is 
nothing in sight to effectively take its place as an essential arm of the 


national security. 


lop. Cit., Revision of Federal Transportation Policy, p. 6. 
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Vi t lroads and National Defense 


The vital and essential role of the railroads in time of national emer- 
gency is attested to by the following statements of military leaders of all 
args and by high-ranking government officials who observed the remarkable con- 
tribution of the railroads in World War II. 


-0- 


Without the railroads, the war might of our country could not be mobi- 
lized, 


Major General Charles P, Gross, Chief of 
Transportation, Army Service Forces, June 21, 
1944, 


-O- 
The railroads are not only important to the Navy, they are indispensable. 


Rear Admiral William Brent Young, Paymaster 
General and Chief of Bureau of Supplies and 
Accounts, United States Navy, September 10, 
1942, 


-0- 


In summary, a general statement can be made that loss of domestic rail 
transport will effectively stop all present and proposed Air Force operations. 


Gen. H.H,. Arnold, Commanding General, Army Air 
Forces of the United States in a letter to 
Secretary of War Henry L, Stimson, December 
28, 1943. 


0- 


We might suffer military reverses and still win the war, but we cannot 
avoid defeat should our railroads fail, 


Colonel J. Monroe Johnson, member Interstate 
Commerce Commission, in a radio address, May 
9, 1943, 


-0- 


We know and accept the fact that the railroads are essential to the Navy 
in fulfilling its commitments. Therefore, from the standpoint of national 
security, the readiness of the railroads is equal in importance to the readi- 
ness of the Navy, 


Vice Admiral Louis Denfeld, Chief of Naval 
Personnel, U. S. Navy, October 1946, 


-0- 
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We in the armed forces of the United States think of transportation as a 
military tool - a weapon as important as the very tank or gun it transports 
from factory to fighting front. It is no exaggeration to say that railroads 
are war roads, 


General Brehon Somervell, Commanding General of 
the Army Service Forces, in-radio broadcast, 
July 17, 1944, 


“Oe 
The rail system was utterly indispensable to the war effort. 


Maj. Gen. C, P. Gross, Chief of the Army Trans- 
portation Corps, 


“- 
The railways of the United States are vitally essential to the Navy, 


Admiral Ray Spear, Chief of Transportation, 
U. S. Wavy; May 23, 1942, 


-0- 


It is unthinkable that the complex demands of modern war can be met with- 
out railroads, 


. Hon, Henry L, Stimson, Secretary of War ina 
radio address on December 28, 1943, 


as 
The railroads only have the capacity to meet all military traffic re- 
quirements in the U. S. A combination of all other types of carrier service, 
exclusive of the railroads, would not meet our requirements, 
Major General Frank A, Heilemann, Chief of 
Transportation, U. S, army, in a speech before 
the Northwest Shippers Advisory Board; 
Minneapolis, Minn,, April 24, 1952. 
ua 


Most of the land transportation that is so essential to the Navy is 
provided by the railroads, 


Vice Admiral Louis Denfeld, Chief of Naval 
Personnel, U. S. Wavy, October 1946, 


-0- 
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Railroad transportation is a link in a chain that connects us vith 
victory and if it fails all fails. 


Colonel J, Monroe Johnson, Member, Interstate 
Commerce Commission, September 15, 1942, 


0- 


As the backbone of the Nation's freight transportation system and an 
essential part of its passenger-carrying network, the railroads of the United 
States are an integral and vital part of defense preparedness, In the un- 


fortunate event of new hostilities, the need for railroad transportation will 
be great. 


Secretary of Commerce Sinclair Weeks, 
Washington, D, C. in message to New York Rail- 
road Club, New York, December 10, 1953. 


-0- 


The thing that is better done than anything in this marvelous age of 
accomplishment in America is its railroad transportation. And when I say that, 
I don't except the Army or the Navy or the Coast Guard or the Merchant Marine, 
or any other human activity in America, Without the railroads, they could not 
have performed, and without them they cannot continue to perform, 


Colonel J. Monroe Johnson, head of Office of 
Defense Transportation and Member, Interstate 
Commerce Commission, in address to New England 
Shippers Advisory Board, March 2, 1944, 


0- 


The railroads were the first and the primary link in the chain of move- 


ment which carried our military strength against the enemy in all corners of 
the earth, 


Maj. Gen, Edmond H, Leavey, Chief of the Army 
Transportation Corps, 1946. 


~- 


America is accustomed to efficient service from its railroads, but in 
this, our greatest emergency, the railroads have written their brightest 
chapter, They have come through with a performance that sets a new mark for 
railroading. They are saking a major contribution to our united war effort, 


Edward R, Stettinius, Jr., Secretary of State, 
in "Railway Age," June 24, 1943. 


-0- 
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There is only one mass transportation -—- the railroads, They have got 


to stay here, You cannot go to war without thea,for war is mass transpor- 
tation. 


Colonel J. Monroe Johnson, Chairman, Inter- 
state Commerce Commission, before Transportation 
Institute, American University, Washington, 

D. C., March 15, 1954, 


~- 


The American Railroads were a vital part of the National Defense tean. 
Rased on our war experience, the interest of the country in their welfare 
must long remain a national defense interest. The unity of their operation 


and of their response to national need is essential to the fulfillment of 
their mission in war, 


Major General C. P. Gross, Chief of Trans- 

portation, Army Service Forces, in letter to 
Mr. J. J. Pelley, President, Association of 
American Railroads, dated 28 November 1945, 


-0- 


The transportation requirements of this war have been tremendous, The 
part played by the railroads of America in meeting these requirements has been 
so outstanding and of such a high degree of efficiency that it reflects great 
credit on railroad transportation generally and upon the officers and employees 


of the individual railroads which make up the whole. The job has been well 
done, 


Mr. Robert P, Patterson, Secretary of War, in 
letter to Mr. J, J. Pelley, President, 
Association of American Railroads, October 18, 
1945, 


-0- 


The American railroads can take the greatest pride in their contribution 
to our victory, Without that contribution the war would have been prolonged 
for many months and even our ultimate success would have been jeopardized, The 
prolongation of the war would have meant the loss of thousands of additional 
lives, together with much grief and suffering, not to nention the terrific 
added burdens which the country would have had to bear after the war's end. 


Brehon Somervell, President, Koppers Company, 
Inc., (formerly Commanding General, Army Service 
Forces) in an address at a luncheon for rail- 
roads and industrial executives, William Penn 
Hotel, Pittsburgh, April 30, 1946, 


0- 


It has been a tremendous job for the railroads to be converted almost 
over=night to the demands of fighting the war, The way our railroads have 
transported munitions and men to all parts of the United States and to our sea- 
coasts to be sent to our fighting fronts all over the world had earned the ad- 
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miration and gratitude of the entire American people, 


President Roosevelt, speaking at Fort Wayne, 
Ind., October 28, 1944, 


-0- 


The growing complexities of war have mace the military utterly dependent 
upon transportation and in this, railroads have played, and I believe will con- 
tinue to play, a major role. 


Brigadier General Paul F. Yount, Assistant 
Chief of Transportation, U. S, Army, ina 
speech to the Communications Section of the 
Association of American Railroads, Detroit, 
Michigan, November 19, 1946, 


0- 


The American Railroads, united as they are and working together, have 
done and are doing a magnificent job. We, as a nation, must continue to depend 
upon them for transportation that is all essential to military success, 


President Harry S. Truman, in a telegram to 
Frank A, Theis, President of Kansas City Chamber 
of Commerce, May 23, 1945, 


~0- 


The efficiency and dispatch of our railroads in moving millions of tons 
of freight for the Navy, and in transporting hundreds of thousands of sailors 
from their homes to training stations and from stations to ports, have es- 
tablished records unparalleled in the history of transportation, The records 
that have been achieved by the railroads, with less rolling stock and fewer 
locomotives than were available during the First World War, must be recognized 
as among the greatest American accomplishments in the prosecution of the war, 


Rear Admiral William Brent Young, Chief of 
Bureau of Supplies and Accounts and Paymaster 
General of the Navy, in “Railway Age," May 22, 
1943. 


-0- 


Because the railroads serve every part of the nation...carrying every- 
thing movable ...for anybody...interconnecting every region into an immense 
productive unit...they are the primary carrier in our transportation network 
both in time of peace and in national emergency. 


Yow, with our current national emergency threatening to become even more 
serious, the fact that these essential carriers - the railroads - have been 


busy at work...expanding and improving every pert of their plant is important 
to all of us, 


Hon, James K, Knudson, Administretor, Defense 
Transport Administration, and member, Inter- 
state Commerce Commission, December 1, 1952. 


“- 
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In spite of the fact that the railroads have been faced with an almost 
superhuman task ever since the war began, they have continued to move the 
great bulk of all the things this Nation needs in order to live and work. And 
they have done so superlatively,. 


Joseph B, Eastman, Director, Office of Defense 
Transportation, in radio address, November 10, 
1942, 


-0- 


A deteriorated national railway system would be an invitation to an 
aggressor to strike this country with some hope of success, A potential eneny 
carefully weighs the probabilities of winning a victory. The present state of 
the railroads, their recent magnificent accomplishments, is one of the de- 
terrents that would make an aggressor think twice before attacking this country. 


Brigadier General Donald Armstrong, Commandant, 
The Army Industrial College, March 13, 1946," 


-00- 
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CHAPTER IX 


PROPOSALS TO ENLARGE THE 
FEDERAL HIGHWAY PROGRAM 


By late 1948, it had become apparent that sotor vehicles, both truck 
and automobile, were increasing at a rate far greater than traffic authorities 
had anticipated, At the same time the highway death and injury rates were at 
alarming levels, with the number of reportable accidents, and resulting dollar 
losses, reaching unprecedented heights, As concern with the highway probles 
increased, renewed attention was given to existing highway policies and posi- 
tions, 

By 1951, the views of some individuals and groups as to the need for a 
greatly expanded highway program had changed, and there was beginning to appear 
for the first time an organized effort to bring the diverse opinions into a 
working promotion endeavor, 

Project Adequate Roads 

In 1951, a new organization identified as PAR (Project Adequate Roads) 
was established under the sponsorship of the National Highway Users Conference 
of Washington, D. C, The organization proposed to incorporate in its member- 
ship public officials, the automotive industries (including petroleum, rubber, 
and vehicle manufacturers), farm organizations, safety groups, private automobile 
organizations, such as the AAA, various road contracting organizations, and 
others seeking to promote a greatly expanded road program, 

State highway officials, as represented by their national organization, 
did net actively sponsor the undertaking but did, in its early stages, serve in 
an advisory capacity. 

The new organization suffered considerable internal strife during the 
first year of its existence, with the result that several of the original spon- 
soring organizations, including the American Automobile Association, the American 


Road Builders Association, and a large national farm organization, withdrew, 





378 HIGHWAY REVENUE ACT OF 1956 


Other difficulties grew out of a conflict of the organization's ideas and poli- 
cies with those of existing state good roads associations, 

When the 84th Congress began its consideration of an enlarged Federal 
highway program in 1955 the PAR movement was not an effective force, 

Governors' Conference, Lake George, Nev York, 

When the Governors’ Conference convened at Lake George, New York, in the 
summer of 1954 (see Chapter I) national interest in highway improvement vas at 
a high level, 

The Governors’ report, besides agreeing substantially with the recom- 
mendations of the Clay Committee (see Chapter I), reversed a previously strong 
position of the Governors on the Federal two-cent gasoline tax, For many years, 
the Governors’ Conference, by official action, had insisted that the Federal 
government withdraw from the gasoline tax field, leaving that tax source en- 
tirely to the states, Federal aid for highways, according to the Governors’ 
earlier view, should be financed from general revenues, 

The new Governors' policy, recognizing that the Federal government would 
not retire from the gasoline tax field, implied that the Federal gasoline tax 
revenues should therefore be used to finance the highway program, 

1254 Report by Council of Economic Advisors 

The Economic Report of the President, (Chapter 10, page 103), transmitted 
to the Congress on January 28, 1954, indicated that the Administration was con- 
sidering a large public works program as a possible offset to economic distress, 
In effect, the report suggested that highway construction could be used as a pubd- 
lic works program to stabilize the economy and that highway construction could be 
advanced or retarded as the economic health of the nation might require, It 
recommended expenditures for highway construction by all levels of government of 
approximately $8 billion annually over a decade, This was an increase of $3 dil- 
lion over 1953, when the report was made, In 1953, the Federal share of funds 
for highway construction totaled $634 million, or 11¢% of the total outlay for 
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highway construction, maintenance, and administration by all levels of govern- 
nent. 

The use of highway construction with Federal aid as a stimulant to the 
economy has always been opposed by highway officials, who believe that highway 
construction should be predicated solely on present and anticipated needs, 

Cl 

The Clay Committee named by the President shortly after the meeting of 
the Governors at Lake George in 1954, was a separate undertaking to determine 
highway needs and methods of financing. Its report and recommendations are 
discussed in other chapters herein, 

Hi s 

Hearings centered chiefly on S. 1160 and H.2, 4260 (identica] Adminis- 
tration bills) and on S, 1048, H.8, 7072, and HR. 7474, 

Among other highway bills considered in the 84th Congress (First Session) 


S. go (The Case Bill) 

H.R, 7494 (a modified version of S, 1160; introduced by Congress- 
man Dondero and defeated by the House of Representatives 
on July 27, 1955) 

Proposed annual authorizations and other provisions of these bills 
are compared with the 1954 act in Table XV, Size and weight provisions con- 
tained in S, 1048, H.R. 7072 and H.R, 7474 are discussed in Chapter VI. 

S. 1573 was the first bill ever considered to include a provision for 
Federal-aid user charges on heavy commercial vehicles, It provided that all 


commercial motor vehicles with a gross weight of 20,000 pounds or more must 


obtain a Federal permit license annually for operation in the Interstate Systen, 


the amount of the license to vary from $300 to a maximum of $1,200 for commercial 
vehicles over 70,000 pounds gross weight. 


73749 O—56——25 
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H.& 7072 provided for partial financing of the program with Federal 
user charges, such charges to take the form of increases in present excises 
amounting to 4 cents a gallon on diesel fuel, 1 cent a gallon on gasoline, 

45 cents a pound on large tires and 41 cents a pound on inner tubes for large 
tires, and a new tex of 20 cents a pound on recapped or retreaded large tires, 

H.R. 7474 also provided (but in generally reduced amounts) for user 
charges from increases in the excise taxes on gasoline, diesel fuel, and large 
size tires and tubes, and for a new tax on material used in retreading and re- 
capping of large tires, The proposed increases amounted to 1 cent a gallon on 
gasoline, 2 cents a gallon on diesel fuel, 10 cents a pound on all large size 
truck and bus tires, 3 cents a pound on medium size truck and bus tires, 6 cents 
a pound on tubes for tires used by the large trucks and buses, and a nex tax 
of 5 cents a pound on retread or recap material used on all of the large size 
tires, The bill also proposed a 2% additional manufacturers excise tax on 
trucks, trailers, and buses, bringing this tax into line with the correspond- 
ing Federal excise tax of 10% on automobiles, 

The Committee on Public Works in its report on H.R, 7474 estimated that 
highway user revenues under the bill would increase by $514 million in 1956, 
or about one-fourth of the total expenditures of $1,925 million, authorized by 
the bill for the first year of the program ending June 30, 1957. Present ex- 
cise taxes on fuels, tires and tubes, and vehicles are, as noted heretofore, 
taxes for the general activities of government and are not considered as high- 
way user charges, 
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(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


(10) 


(11) 


(12) 
(13) 


(14) 


(15) 
(16) 
(17) 


co gypereneninenenrenenctin—es ln SS A  esciieninsatesilalemaiied 


S. 1160 applies only to Interstete System and does not specifically pro- 


vide authorization for regular Federal aid, Interstate amount is average 
for 10 years. 


Does not include any amounts for public domain roads, except forest high- 
ways. 


For 1957, $1 billion; for 1958, $1,250 million, for 1959, $1,500 million; 
for 1960 and 1961,$2 billion each year, 


Annual amounts totaling $82 million are authorized for fiscal years 
1958-1961. 


Annual amounts increase $25 million each year from $725 million for fiscal 
year 1957 to $1 billion for fiscal 1968; apportionment to the three cate- 


gories to be in same proportions as for year 1957. Total for twelve years 
is $10,350 million, 


For fiscal years 1957 and 1968, $1.2 billion each; 1958, $1.5 billion; 
1959, $1.7 billion; 1960 and 1967, $2,0 billion each; 1961, $2.2 billion; 
1962, 1963 and 1966, $2.4 billion each; and 1964 and 1965, $2.5 billicn 
each, A total of $24 billion over the 12-year period, or an average of 
$2 billion a year, 


Annual amounts totaling $81 million are authorized for fiscal years 
1958-1968, 


Maxisum amount occurs for fiscal 1965, $3,506 million, Average during 
12-year period is $2,943 million; total for l2-year period is $35,241 
million, 


The Bureau of Public Roads estimates the total revenue during the speci- 
fied period from additional excises would be $15,915,4%58,000 under H,P, 
7072 and $12,422,500,000 under H.R. 7474, 


The bill declared intent to authorize certain amounts for the regular 
Federal-aid program, Annual amounts increase $25 million each year to 
$1,025 million for fiscal 1969. Total for 13 years is $11,375 million, 


For fiscal years 1957, 1968 and 1969, $1.2 billion each; 1958, $1.5 billion; 
1959, ez billion; 1960, 1961 and 1967, $2.0 billion each; 1962, 1963 and 
1966, $2.2 billion each; 1964 and 1965, $2.3 billion each. A total of $24 
billion over the 13-year period, or an average of $1,846,154,000 per year. 
Annual amounts totaling $81 million for each fiscal year 1958-1969. 

Maximum amount ($3,306 million) occurs for fiscal 1965. Average during 
13-year period is $2,795,923,000; total for 13-year period is $36, 347 
million, 


H.R. 7494 applies only to Interstate System; $2.5 billion is average for 
10 years, Regular programs would be authorized separately 


Interstate amount includes $270 million for use on urban systen, 
Second $900 million thru Right-of-Way Corp, 
Specifically continues existing authorization, 


HIGHWAY REVENUE ACT OF 1956 


Report of Senate Committee on Public Works 
The Senate subcommittee on roads under the chairmanship of Senator 


Albert Gore of Tennessee, held 2] days of hearings on proposed new Federal-aid 
highway legislation, beginning on February 21, 1955, and concluding on April 
15, 1955. The hearings opened on Senator Gore's own bill, S. 1048, 

Senator Gore's bill, essentially an expanded version of the Federal- 
aid Highway Act of 1954, made no provision for financing the program it proposed 
but assumed that annual appropriations would be made by the Congress, 

The Administration recommendations, reflecting the report of the Clay 
Committee, were incorporated in S, 1160, In considering S. 1160, the committee 
was doubtless influenced by the views of Senator Harry F, Byrd of Virginia, an 
outstanding authority on financial matters, Prior to the hearings, Senator 
Byrd had issued a lengthy statement denouncing the report .f the Clay Committee 
in strongest terms, 

The third measure to come before the Scuate Committee was S. 1573 (the 
Case bill), which was the first to include particular provisions for financing 
a Federal highway program with user charges, 

The Senate subcommittee heard testimony of some 100 persons and organi- 
zations, including officials of Federal, state, and local governments, With 
the full Public Works Committee supporting, the subcommittee refused to accept 
the Administration measure and instead presented a modified version of S, 1048, 
the Gore bill, As finally reported out, the Gore measure would have been a 
5-year installment on a larger highway development program to be reconsidered 
and perhaps extended at the end of the 5-year period, It would also have placed 
a Federal ceiling on the sizes and weights of motor vehicles, Spokesmen for the 
trucking industry attacked the provision, seeking to have it eliminated entirely 
or drastically modified, 

In its report on S, 1048, the Senate Committee on Public Works emphasized 


“on the basis of the overwhelming evidence before it, the Committee concluded 
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that the national requirement for an accelerated Federal-aid highway constrac- 
tion program is no longer subject to serious question, The committee is con- 
vinced that improvement is essential, not only on the Interstate System, but 

on other segments of our Federal-ald system as well.” (p.8) The second conclu- 
sion of the committee in this statement was not reflected in the Administration 
measure (S,1160), The committee stated further that the "framework of the exist- 
ing Federal-aid highway program is sound," refusing thus to accept the Adminis- 
tration's recommendations for modifying present procedure by creating a new 
Federal highway authority to handle financing and administration of the expanded 
program, 

The report further said: "Thus the Committee, despite its awareness of 
interstate needs, has kept foremost in mind in S, 1048 that a well-balanced pro- 
gram of expansion on all road systems was essential to the national welfare." (p.9) 

On the important subject of financing, the report of the Senate Committee, 
noting that it is the Constitutional prerogative of the House to initiate tax 
measures, said: 

We have our individual views with respect to the levy- 

ing of additional taxes and also with respect to provisions of 

existing tax laws, but we recognize that revenue measures are 

not within the jurisdiction of the Committee on Public Works, 

It is hoped that the appropriate congressional committees, will 

give this matter early consideration, (p.19) 

The majority report of the Senate Public Works Committee was submitted 
to the Senate on May 13, 1955, by the committee chairman, Senator Dennis Chavez 
of New Mexico, Minority views were filed by Senators Martin of Pennsylvania, 
Bush of Connecticut, and Cotton of New Hampshire, in support of S. 1160, the 
Administration measure, and individual views were submitted by Senator Kuchel 
of Californie, and by Senator Roman Hruska of Nebraska, 

S. 1048 with minor modifications passed the Senate by voice vote after 
the Administration bill (S, 1160) had been defeated by a vote of 60 to 31. The 


bill as passed was sent to the House where it was pending at the opening of the 
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84th Congress (Second Session), 
Report of the House Committee on Public Works 

A subcommittee of the House Committee on Public Works, under the chair- 
manship of Congressman George Fallon of Maryland, held public hearings on pro- 
posed Federal-aid highway legislation from April 18, 1355, to July 12, 1955. 

The full Public Works Committee met in Executive Session following the hearings 
and submitted its report to the House on July 21, 1955. 

On the House committee docket when the hearings opened were H.8. 4260 sub- 
nitted by Mr, Buckley of New York, H.R. 4261 by Mr. Dondero of Michigan, H.2, 4364 
by Mr. Dempsey of New Mexico, and H.2, 4518 by Mr, George of Kansas — All bills 
being substantially identical with S, 1160, the Administration bill as introduced 
into the Senate, The initial hearings were directed primarily to H.8. 4260, 
identified as the Administration measure in the House. 

Toward the conclusion of the hearings, the subcommittee received and con- 
sidered three other bills: H.R, 7072, introduced by its chairman, George Fallon 
of Maryland, H.R, 7474, a modification of H.R, 7072 and S, 1048, the Gore bill, 
as passed by the Senate, 

As in the case of the Senate, the House Committee said in its report: 

There are two basic facts which are recognized and 

upon by all concerned, First, the whole economy of the United 

States is directly dependent upon motor-vehicle transportation. 

Secondly, we are failing to keep our highway systems adequate to 

meet our needs and the backlog of deficiencies required to be 

overcome has been and is constantly piling up at an alarming 

degree, (p.1) 

The House Committee hearings were more extensive, more controversial, and 
more detailed than those of the Senate committee and, as in the Senate hearings, 
it was evident early that the Administration recommendations probably would not 
be reported out. The Administration measure drew strong objections from both 
Democratic and Republican committee members and these objections became stronger 


as the hearings progressed, 


In place of the bond method of financing recommended by the Administration 
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many committee members were sympathetic toward the levying of additional Federal 
taxes to finance the program, In particuler, growing interest was expressed in 
the development of special charges upon heavy vehicles operating on the highways, 

Wext to come before the subcommittee was H.8. 7072, the first Fallon bill, 
which differed from both the Gore measure of the Senate and the Administration 
measure before the House, in that it proposed a larger overall program, It pro- 
vided for a 13-year program of development of the Interstate System and an ex~- 
panded program for the primary, secondary, and urban systems, costing in all an 
average of $2,943% million a year, whereas, the average annual expenditure pro- 
posed in the Administration measure wes $3,122% million over 10 years, 

H.R, 7072 was immediately and violently opposed by the trucking and 
rubber industries and their allied interests, who claimed that the bill was 
discriminatory, unfair and destructive of the trucking industry, In considering 
financing of the program, the Public Works Committee was said to be usurping the 
prerogatives of the House Ways and Means Committee and violating all House rules, 

To resolve these controversies the Democratic leadership of the House, in 
conferences with members of the Ways and Means Committee and the Public Works 
Committee, assigned responsibility for the tax section of the bill to the Com 
mittee on Public Works, with the provision that five members of the Ways and 
Means Committee should sit in further tax hearings, 

Differences of opinions among members of the House Public Works subcommittee 
as to proposed rates of new taxes resulted in the designation of a special sub- 
committee, comprised of five Democrats and four Republicans, to review the tax 
section of H,.. 7072 and make recommendations, It was this review which in turn 
resulted in the introduction of a clean bill (H.R, 7474) by Chairman Fallon. 

The revised version of the Fallon measure, as approved by the full Public 
Works Committee and submitted to the House on July 21, 1955, by a vote of 22 to 9, 
proposed the following new levies to partially finance the program: 
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Estimated yield in fiscal years 1956-71 


Gasoline tax, 1 cent per gallon additional ssesccsesseece ; out 
Diesel fuel tax, 2 cents per gallon additional ..ecccccese 512 
Tax on tires: 

Sizes larger than 8% by 18, 10 cents per pound 


additional SSSSOSSSSSESSESSSESSSSSSSESSES SSS SESESSESESE 1,075 
than ot by 18 but not larger than ae by 


18, 3 cents per pound in Se veceveccsessocsece 183 
Tax on tubes for tires larger than 8@ by 16, 6 cents per pound 
additional SSSSSSCSSSSSSSCSSHSSECESSCSC SHC SSCSESESESESEEESES 52 


Manufacturers’ excise tax on trucks, buses and trailers, 2% 


additional SOSSSSSSSSSSSSSSSSSSSSSSESESSSESSES SESE ESOS 928 


Camelback, 6-inch width or larger, 15 cents per pound .esse _ 392 


Total seccccccccccccccccccccccccescccccceses $12,423 

The committee assumed that existing tax rates on gasoline, diesel fuel 
and large tires and tubes would produce $21.6 Dillion additionally over the 
same 16-year period, the combined taxes yielding $34 billion or 96% of the 
total estimated expenditures under H.2, 7474, The new texes proposed in Hi, 
7474 provided for exemptions for non-highway use, 

Of the 34 members of the House Committee on Public Works, minority views 
were filed by Congressmen Jones of Alabama, Smith of Mississippi, Thompson of 
Louisiana, Hull of Missouri, Gentry of Texas, Alger of Texas, and Congresswoman 
Blitch of Georgia, Separate views vere filed by Congressmen Alger and Gentry, 

The minority views expressed by Messrs, Jones, Smith, and Thompson, and 
Mrs, Blitch, were in general opposition to most features of H.R. 7474, Other 
minority views of Messrs, Jones, Hull, Gentry, and Alger, and Mrs, Blitch, ob- 
jected primarily to the section providing for the reimbursement of public utili- 
ties for the cost of moving their facilities off public rights-of-way, The 
separate views filed by Congressman Alger and Gentry opposed including the labor 
provisions of the Bacon-Davis act in the highway measure, 

H.R, 7474 was sent to the floor of the House with a closed rule on the 
section dealing with finances and new taxes, making it necessary that the House 
consider that section as reported in the bill without amendment, The entire 
bill was defeated on July 27, 1955 by a vote of 292 to 127, after the Admini- 


stration measure and other proposals had been voted down, 
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Summary of Issues in Public Works Committees 


Members of the Senate and House Committees agreed generally: 


(1) that present and anticipated highway traffic fully justify 
an expande: highway program, 


(2) that such program should be initiated promptly. (Some 
House Members felt that the new program should have been considered 


at the 1956 Session of the Congress, the regular year for Federal- 
aid legisl»tion,) 


(3) om the necessity for a Federal ceiling on sizes and weights 
of motor venicles, 


Members of the Senate and House Committees were not in agreement on: 


(1) Administration recommendations for bond financing through 
a new Federal Highway corporetion, without increasing Federal debt 
and with no increase in taxes, 


(2) the Administration proposal by which new Federal adminis- 
trative machinery in the form of a Federal highway corporation vould 
be created and to which the present Bureau of Public Roads would be 
subordinate, 


(3) size of the program and period of authorization, 


(4) Administration emphasis and concentration of funds on 
National System of Interstate Highways, 


(5) Administration implication that regular Federal-aid would 
be frozen at existing levels for thirty years, or life of the bonds, 


(6) the large amount of interest required in bond financing 
proposal, 


(7) Administration recommendations regarding toll road reimburse- 
ment and relation to existing Federal-aid system, 


(8) the proposal to reimburse public utilities for cost of re- 
moval of their facilities from public right-of-way, 


(9) inclusion of the Bacon-Davis labor provisions in the highway 


(10) forgule for apportioning funds for Interstate System to various 
states, 


Wembers of the House Committee also were not in agreement on: 


(1) the matter of substituting new tax levies in lieu of bond 
financing and placing the program on a partial "pay-as-you-go" basis. 
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(2) the type and scale of new taxes proposed, 

(3) inclusion of new tax proposals in the highway legislation, 

(4) the placing of the responsibility for consideration of a tax 
measure under the jurisdiction of the House Committee on Public Works 
rather than under the jurisdiction of the Committee on Ways and Means, 


(5) the proposal to make certain taxes higher for heavy vehicles 
than for private automobiles and light trucks, 


(6) the levying of special taxes on heavy truck tires and retread 
material, 


(7) a higher rate of tax on diesel fuel than on gasoline, 
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Financing by User Charges vs, Porroving 
Senator Harry F, Byrd of Virginia in condemning the Administration's 
plan for financing highways by borrowing, challenged the proposal that the bonds 
not be included within the Federal debt limit, He said, "You can not avoid 
financial responsibility by legerdemain, and you can not evade debt by defini- 


tion, The obligations of the Federal Government and all its citizens will still 
remain," 


The Senator also raised several additional objections to financing high- 


ways by borrowing. First, he pointed out that “every dollar borrowed would cost 
taxpayers $1,55," and that total interest would be more than $11.5 billion.) He 
said the Clay Committee plan would dry up gasoline tax revenue for 20 years, the 
period between completion of the 10-year construction program and the end of 

the 30-year amortization period, He also doubted that the bonds would be paid 
off at maturity, 

Senator Byrd questioned the likelihood of highways planned now being suf- 
ficient for the projected 30-year period, He said that growth and shifts of 
population would change road requirements, For that reason there will be a need 
for continuing Federal expenditures on the Interstate Systems, He stated that 
the best way to keep the roads abreast of current needs is through pay-as-you-go 
financing, In Senate debate on S, 1048 Senator Byrd withheld his support of the 
bill, saying, "I cannot support the highway program built on such a wide diver- 
gence between cost and user taxes,"@ 

To finance highways on a current basis, Senator Byrd recommended that the 
2-cent Federal excise tax on gasoline be repealed so that the states sight pick 
it up as a user charge, He would continue Federal aid in the amount of $525 


million a year, supported in part by a new Federal gasoline tax of 1/2 cent a 
— 
Statement of January 15, 1955. 


Congressional Record, May 25, 1955, De 6022, 
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gallon and by the existing tax on lubricating oil. 

The Senate Committee on Public Works rejected the borrowing program pro- 
posed by the Clay Committee, as contained in S, 1160, concluding that "the 
special corporate system of financing as proposed by S, 1160 is not conducive 
to sound fiscal management,"! ‘The Committee felt that the dedication and in- 
definite appropriation of general revenues would "prohibit the Congress from 
exercising its constitutional responsibilities with respect to creation of debt 
and expenditure of funds." In addition, the committee noted that “the progras 
envisioned by S, 1160 would earmark al) Federal-aid highway funds expected to 
be available within a period of at least 30 years, in excess of $623 million an- 
nually, for expenditure on the Interstate System within 10 years."* 

The committee reported S, 1048, a measure similar to past highway bills, 
but which provided for larger annual expenditures thaa in the past to be financed 
by appropriations, 

Like S, 1048, the bill reported by the House Committee on Public Works 
(H, Be 747%) provided for financing an enlarged highway program out of current 
revenues, The House Committee, however, went a step further and proposed addi- 
tional revenue measures to provide the required funds, 

In its report, the Committee said: 

The committee believes that H, Rk. 7474 represents the best 
immediate step which can be taken by Congress to solve the high- 

way problem on a pay-as-you-go basis which should not result in 

increasing the national debt, 

The Committee also said: 

H, RB, 4260, and certain other bills considered by the com 


mittee, provided for the issuance of bonds to finance the highway 
program, S. 1048 provided for no new taxes since, under the Con- 


TReport on Federal Highway Act of 1955, accompanying S. 1048, Report No, 
350, 84th Coneress, lst session, May 13, 1955, De 8. 

2Loc. cit. 

FReport of the Committee on Public Works, House of Representatives, S4th 
Cong., lst sess,, Report Wo. 1336, p. 2. 
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stitution, revenue measures must originate in the House, H, 2B. 
7474 differs from the above-mentioned bills in that it provides 
for increases in taxes so as to produce sufficient revenues for 
a "pay-as-you-go" highway program,} 


Hon, George M, Humphrey, Secretary of the Treasury, appeared before com 
mittees of the House and Senate to discuss highway financing, Although he ap- 
peared in support of the Administration program he acknowledged the merit in 
financing highways from current revenues, In testimony before the House Public 
Works Committee he said: 


I do not think that the general revenues of the Government, 
outside of the amounts to be raised by the specific taxes pre- 
viously listed, should be depleted and used for the construction 
of this highway system, The Treasury sust oppose any plan to the 
extent that the taxes levied by it are insufficient to pay for the 
expenditures authorized, unless a governmental authority is created 
to provide for any deficiency in the necessary funds by an issue 
of bonds, 


However, as I testified in my previous appearances both before 
the Senate and House Committees, the Treasury cannot object to any 
equally effective program which the Congress sees fit to adopt for 
the construction of highways with sufficient additional taxes levied 
to pay as we go.* 


Later, when questioned on recommendations that the highway program be placed 
on @ pay-as-you-go basis, Mr, Humphrey, replied: 


eecel stated in my first testimony before this committee, and I 
glad to repeat it here, I do not think you can ever get any Treasurer 
to tell you he opposes paying as you go, provided you rai 
necessary money properly and legitimately enough to do 

in the time that is required..,,Amy dill that will do jod in the 
necessary tim and that will raise sufficient revenue to pay as ve 
go is the thing I cannot object to as Secretary of the Treasury of 
the United States,3 


i 


can 
the 
the 


e 


The failure of the plan for financing through borrowing has caused the 
Administration to reconsider pay-as-you-go financing, After a conference with 
President Eisenhower, Secretary of Commerce Weeks on November 17, 1955, was re- 
ported in the press as indicating that Administration officials are backing away 

tines wateen the Committee on Public Works, House of Representatives, 


on H,F, 4260 and H.B, 7072, Part II, July 11 and 12, 1955, Pe 1188. 
3Ibid., Pe 1194 
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from a bond-financed Federal highway program in favor of a pay-as-you-go system, 
Mr. Weeks said that he and other members of a Cabinet Committee studying ways 


of financing the Administration's highway construction program now are “leaning 


toward" a pay-as-you-go plan based on higher taxes on petroleum products, tires 
and other items directly connected with road use, 
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CONTENTIONS OF THE TRUCKING INDUSTRY -~- AND THE FACTS 


Positions taken by the trucking industry in a continuing effort to escape 
adequate payments for highway use and to ignore the costs of special highway re- 
quirements of heavy vehicles are dealt with elsewhere herein, especially in Chapters 


Iv and ¥, It is further revealing to examine certain contentions of the trucking 
industry and those associated with it, 
ri cking Associations 

For nearly a decade prior to 1952 trucking industry spokesmen, particularly 
representatives of the American Trucking Associations, consistently fought the con- 
tinuation of existing Federal excise taxes on gasoline and motor fuels and automo- 
tive equipment, Every effort to bring Federal-aid highway authorizations into 
Closer relationship with Federal collections of revenues from motor fuel taxes was 
opposed as being “linkage,* 

In 1953 a New York State Legislative Committee on Highways, Canals and Reven- 
ues reported to the New York Legislature: 


ee» The great need and pressing demand for extraordinary highways 
stem from the costly requirements of rapidly increasing numbers and mileage 
of heavy commerctal vehicles. ... 


The highway transportation industry ... has consistently resisted 
nearly every conceivable type of highway taxation, although it hypothetically 
and piously continues to assert a willingness to pay increased taxes if they 
are “equitable.* Almost invariably this means some other tax than the one 
or the ones under consideration, The sole tax the industry has Ps phn 
in any degree is the gas tax, since the Wajor share of this tax be 
paid by passenger cars and light vehicles .... 


A similar committee reporting to the New York State Legislature in 1955 had 
this to say: 


Thus we find that, under the auspices of a parent organization, 
simultaneously they fight the weight distance tax in New York, gross 
receipts taxes in Virginia, registration fees in Illinois, axle-aile 
taxes in Ohio and ton-wile taxes in Kansas, In one breath they assail 
the use of averages in formulating ‘arbitrary’ charges that are easy to 
collect and administer, and in the next they contend self-assessed tax 
methods geared to the actual operation of the vehicle are impractical 
sand costly because ‘there is a constant game of cops and robbers.’ 
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Every conceivable tax exacted primarily from the truckers has been taken 
to court on charges of unconstitutionality. 


Impassioned statements to the contrary, it sust be concluded that no 
tax is acceptable to them except as a temporary measure to get rid of the 
one at hand, On all sides they are busily devising ‘alternate’ tax plans 
to supplant whichever one exists. (p. 40) 


When the Federal-aid Highway Act of 1954 was under consideration, spokesmen 
for the trucking industry, seeking to promote an enlarged program for the National 
Systea of Interstate Highways, had withdrawn from their previous position favoring 
abolition of the Federal excise tax on motor fuel. 


In 1955, John ¥, Lawrence, Managing Director, American Trucking Associations, 
Inc,, testifying before the House Committee on Public Works said: 


Like the Governors’ conference and the American Association of State 
Highway Officials, the policy and position of the trucking industry has 
undergone an evolution in recent years. 


For many years, in common with numercus other groups and organizations, 
it was our position that the Federal fuel taxes and automotive excise taxes 
should be repealed, * * * 


Congressional sponsors of Federal highway-aid legislation in recent 
years have cited collection of the highway-user taxes as one of the justi- 
fications for the gradually increasing aid program, although the taxes 
always have substantially exceeded the appropriations. * * * 


This revision of congressional thinking, this rather clear-cut con- 
gressional decision to treat the fuel tax and the automotive excise taxes 
as highway user taxes and to relate them to Federal highway expenditures, 
has caused the trucking industry and many other groups to reappraise their 
long-standing position in favor of repeal, 


In the face of clear-cut congressional actions to the contrary, it 
appeared that our long-standing and flat position in favor of repeal of 
the taxes had been rendered unrealistic, 


Therefore, at its annual meeting in 1953 our board of directors ex- 
panded our organization's policy to embrace a recommendation that if the 
Federal taxes were to be continued as highway user charges the level of 
Federal highway appropriations should be increased to a level at least 
Se the Federal fuel taxes, and that the bulk of the increase 

be earmarked for improvement of the National System of Interstate Highways. 


While the fact is noted elsewhere herein, it is important to emphasize again 


that the excise taxes referred to in Mr. Lawrence's couzents are, by law, revenues 


os ae THearings before the House Committee on Public Works, Part I, 84th Congress 
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for the general fund and not “highway user taxes.* 

Further in his testimony, Mr. Lawrence had this to say: 

Tms, even if it is assumed that the cost of constructing a 

system vital to the lives, property, and welfare of the entire Hetion is 

the special and sole responsibility of the owners of motor vehicles, the 

owners of those vehicles have paid and currently are paying more than 

enough to meet such an obligation. 

For this reason we have felt that, if possible, the Federal Government 
should finance the interstate system without placing any additional special 

tax burdens upon the owners of motor vehicles.... (p. 532) 

William A. Bresnahan, Assistant General Menager of the American Trucking 
Associations, testified further before the committee at later hearings, with members 
of the Ways and Means Committee in attendance, and expressed strong opposition to 
the financing plen incorporated in the original Fallon bill (H.R. 7072). The final 
(H. R. 7474) Fallon measure would have levied an additional tax of one cent a gallon 
om gasoline (a 50% increase), on the private automobile owner, as well as the truck- 
er. This one-cent increase would have yielded over the years covered in the Fallon 
measure approximately $9.4 billion. 


Mr. Bresnahan testified: 


It is more than regrettable when one small group of motor vehicle 
owners is singled out to pay a disproportionate share of such increases, 

(p. 1108 - part 2) 

The “disproportionate share* in the bill on which the House voted was the 
remaining $3 billion, or slightly less than 25% of the total increases proposed, 
which would have been levied against the heavy trucker in the form of a tax on his 
tires and tubes. 

Mr. Bresnahan cited to the committee how the taxes in the original Fallon 
measure would apply to heavy trucks, for example: 


The present taxes on the purchase and operation of an average new 
diesel-powered 5-exle trailer truck for 1 year are as follows: 


State registration fee $1,148 
taxes 


955 
1,918 
99 
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This makes a total tax payment of $4,480 for a typical urit of 
this type. The proposal of the subcommittee now under consideration 
would assess an additional $1,372, increasing the total to more than 
$5,800. (p. 1110) 
As @ measure of reimbursement for Federal-aid, which was the subject under 
consideration by the committee, the first two taxes totaling over $2,100 may be 
promptly eliminated from consideration because none of that money accrues to the 


Federal Governgent. ‘These are state taxes solely and are not related to the 


Federal problem of financing an expanded road progran. 
The purchaser of a rig of the type described by Mr. Bresnahan pays an eight 
per cent Federal excise tax on the purchase of the vehicle which, in this instance, 


totaled $1,918, He pays that tax only once, and is permitted to depreciate that 
rig over an eight-year period, Therefore, the annual charge of the Federal excise 
tax is not $1,918, but approximately $240, and the total apportioned annual payment 
to the Federal Government is not $4,480 but actually only $699. 

Moreover, all of these Federal excise tax payments are operating expenses of 
commercial vehicle operators; as such, they are deductible for income tax purposes 
and their net effect is accordingly such reduced, The private motorist has no 
similer opportunity to minimize his tax payments. Without reduction, he pays the 
entire 2-cent fuel tax, the full excise tax on the purchased vehicle (10% in the 
case of automobiles), and the other automotive excise taxes referred to above. 

Later in the hearings the following discussion took place between Congress- 
men Cramer of Florida, Harrison of Virginia, Boggs of Louisiana, and Mr. Bresnahan: 

Mr. CRAMER: The figures you cited in each instance for the trucks 
includes the largest individual figure for the excise tax on the purchase 
of these trucks, What is the breakdown on that without the excise tax 

on the purchase—your annual recurring cost? 


MR. BRESHAHAN, I do not have that readily available, If you were 
going to do that you would have to break it down. 


MR. CRAMER. The annual tax cost is what I think the committee is 
interested in. (p. 1112) 


MR. HARRISON, Does the American Trucking Association favor this 
legislation? Mot entirely, but do you think the Federal Government should 
go into this field of highway construction to the extent contemplated in 
this bill? (the Fallon bill) 
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Mi. BRESNAHAN, We believe they should, 


ME. HARRISON. You do. Faced with a choice between a bill with this 
revenue form and no bill at all, what is your recommendation? 


MR. BRESHAHAN, I would not like to give a yes or no answer to that. 
MR, HARRISON. We have to vote yes or no, 


MR. BRESHAHAN, I understand, but let me state the position. We be- 
lieve there should be a highway program. We have expressed our willingness 
to pay a fair share of any tax increases that are found necessary to con- 
struct these highways; but at these prices, it is too high. 


MR. HARRISON, Then you are opposing the bill with these tax features 
in it. 


MR. BRESHNAHAN. Yes, sir. 


MR. BOGGS (also a member of the Ways and Means Committee) - 

Did you answer the other part of the question? If you cannot get 
any bill other than this are you still opposed to this bill? You would 
rather have no legislation? 


MR. HARRISON, That is what I understood him to say. (p. 1117) 
John VY. Lawrence, in a press release of July 20, after the House hear- 
ings and before the bill was considered by Congress, defended the trucking industry's 


opposition to the Fallon measure, as follows: 


John ¥. Lawrence, Managing Director of American Trucking Associations, 
cited the industry's early and vigorous support of the program, and its 
willingness to pay increased taxes for it, but lashed out at efforts to sad- 
dle trucks with discriminatory levies, 


Mr. Lawrence's statement follows: 


Published statements ere appearing associating the trucking industry 
with lobbying efforts to defeat the program for a national defense highway 
system. Nothing could be further from the truth. The American Trucking 
Associations not only was one of the earliest, most vigorous and consistent 
supporters of this program but actually was the first taxpaying group to 
testify publicly as to its willingness to accept additional federal taxes, 
if necessary, to make the program an actuality, 


Here is the trucking industry's position: We favor the highway 
program, We supported the bond financing, We have expressed our willing- 
ness to support tax proposals as a substitute for the bond program, provided 
the same rate of tax is applied, without discrimination, to all motor 
vehicles, That means, of course, that trucks will pay far higher taxes per 
vehicle than passenger cars and we do not object to that. ... 


Wo one can fail to understand why this industry, already paying 
enormous Federal taxes per vehicle, edjects to tax proposals which will 
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boost such taxes by another $1,200 a year for the 5-axle vehicle above- 
mentioned and still dore for lerger units, The same measure will increase 
popular car taxes by $5.76 a year. ‘The objection we are making to the pro- 
posal is based squarely on the juggling of tax rates, and not to the pro- 
grem itself or to an equitable tax rate to accomplish it, 


It is not difficult to fix much of the responsibility for the con- 
fusion now existing on financing the road program, It can be laid at the 
door of the railroads. 


The trucking industry in other words, again referring to the 1953 statement 
of the New York Legislative Committee on Highways, Canals and Revenues, 
«+e Piously continues to assert a willingness to pay increased taxes if 


they are ‘equitable,’ Almost invariably this means some other tax than 
the one or ones under consideration. 


The only reliable measure of highway use is gross weight of the vehicle and 
distance traveled, 

For vehicles of uniform highway characteristics, such as the private automo- 
biles and the light truck, a motor fuel tax provides a generally satisfactory way 
of apportioning road cost equitably according to use, but for heavy vehicles, the 
motor fuel tax falls far short as an equitable measure of road use. As pointed out 
in an earlier illustration, an ordinary automobile weighing about two tons when 
loeded, runs about 15 miles on a gallon of gasoline, and so gets about 30 ton-miles 
of highway use per gallon. In contrast, a typical 4-axle tractor-semitrailer coa- 
bination weighing, when loaded, about 30 tons, runs about five miles on a gallon, 
and so gets for each gallon of fuel about 150 ton-miles of highway use, witb die- 
sel fuel, the heavy vehicle gets about seven miles per gallon and so receives over 
200 ton-wiles of highway use. For each cent of motor fuel taxes paid, therefore, 
the heavy commercial highway vehicle receives from five to seven times as much use 
of the highways as does the ordinary motorist, 

The road facility necessary to carry one ton 30 miles is far less costly 
than the facility necessary to carry 30 tons one mile even though in both instances 


the net movement is 30 ton-miles. 


Mr. Lawrence, in the press release referred to above, mentioned that a popu- 


lar type automobile under the present Federal tax set-up pays $175 a year in 
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Federal taxes, whereas the 5-axle combination vehicle pays in Federal taxes on the 
"purchase and operation" of the "new*® vehicle for one year more than $2,370. 
Again, the fact that the largest single item in the latter figure is the Federal 
excise tax on the purchased vehicle which spreads over eight years, not one year, 
is ignored. As computed from Mr. Bresnahan's testimony (noted above) the annual 
payments for the combination vehicle come to only $699. 

These Federal excise taxes are not highway user charges, as now alleged by 
the trucking industry. Considering weight and mileage factors, it has been demon- 
strated in Chapter IV that a typical heavy freight vehicle should pay at least 75 


times as much as an ordinary passenger car in annual highway user charges. 
ire ufactu on Behalf of the 


Representatives of the tire manufacturing industry in hearings before the 
House Public Works Committee and in other public statements, have given support to 
the trucking industry in its efforts to avoid proper highway user charges upon heavy 
commercial vehicles, One such effort went so fer as to reject categorically the 
now well established principle of highway user charges as a means of paying for 
highway facilities. The Firestone Tire and Rubber Company, in a letter dated July 
21, 1955, over the signature of its Secretary, Mr. Joseph Thomas, distributed to 
Members of Congress and taking issue with the user charge provisions of H. R. 7474 
in the last session of Congress, took this flat position: 

"We do not believe in highway user taxes..." 
Bvidently, even at this late day, its other views and assertions stem from such 
underlying resistance to any highway user charges whatever. 

Tire manufacturers also have contended that a tire tax should not be levied 
by the Federal Government against a segment of their customers, At page 1239 of 
the hearings on H. R. 7072 on July -2, 1955, Mr. Irving Eisbrouch, vice president 
of the Dayton Rubber Company, appearing on behalf of tire manufacturers who are 
members of the Rubber Manufacturers Association, Inc., stated: 


Certainly users of large truck tires should not be singled out 





HIGHWAY REVENUE ACT OF 1956 401 


to carry an increased, excessive and disproportionate share of any ad- 
ditional taxes, 


If increased tire taxes are necessary, they should be spread 
equitably among all users, both on new tires and users of camel-bdack, 


The tire manufacturers misconstrue the nature of the proposed special 
charge on large tires used on the heavy vehicles, ‘Their witness made comparisons 
with various Federal excise taxes levied for the general support of the Government 
and advanced the irrelevant argument that a tax on tires for beavy vehicles should 
not be at any higher rate than taxes on "luxuries." 

The tire manufacturing companies fail to recognize that the proposed tax on 
large tires would be no ordinary excise tax, but a type of highway user charge. 
The particular purpose of a tax on large tires would be to impose upon heavy com- 
mercial vehicles a special charge for their use of the public highways, adjusted 
to the weight and mileage of such vehilces as compared with passenger automobiles 
and other light vehicles, Such a tax would not be discriminatory or punitive in 
its application to the large and heavy motor vehicles, as alleged. To the contrary, 
it would be an equalizing kind of user charge to offset the extreme deficiencies 
and inequities of the fuel tax which imposes excessive burdens upon the smaller 
cars and trucks, 

This special tire tax would not, except ip form and for purposes of collec- 
tion, be @ tax on the tire manufacturing industry. In his testimony before the 
House Public Works Committee on H.R. 7072 (pages 1238, 1251) Mr. Eisbrouch acknow- 
ledged that the tire manufacturing industry would only be a tax-collecting instru- 
mentality and he further recognized that the present tire tax "is now collected 
very efficiently and very simply from 26 manufacturing companies without any appre- 
ciable cost of collection to the Federal Government." It is the administrative 
feasibility of a tax on large tires that suggests it as a particularly mitable 
means of cherging heavy vehicles more adequately for their highway use, so as to 
reflect the weight and meleage factors of highway use by these vehicles. 


The burden of this kind of special tax, as a graduated user charge upon 
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heavy vehicles, would be borne by those who should bear it — the operators of 
heavy vehicles. It would be part of an equitable highway user charge structure, 
The suggestion of the tire manufacturers that an additional tire tax, if any is 
considered to be necessary, should apply to all tires used on the highways would 
destroy its essential merit as an equitable highway user charge. 

This misconception of the purpose of a tax on lerge tires also is reflec- 
ted in a letter dated July 20, 1955, from the Office of the President of the General 
Tire and Rubber Company, ‘The letter, which was distributed among Members of 
Congress while highway legislation was under consideration during the ist Session 
of the 84th Congress, urged that an “*equitable”® tire tax should be applied to all 
tires used on the highways. It was pointed out that applied generally and at a 
relatively low rate a tire tax would produce mere revenues than a special tax limited 
to tires used on the large vehicles, While this is true as to revenue, just as the 
fuel tax also is productive of revenue, the observation misses the point as to the 
nature and purpose of a special tax on tires for the large vehicles. 

The letter of the General Tire and Rubber Company wrongly suggests that a 
tire tax could be "equitably distributed" among highway users ‘simply by adding 1} 
cents additional excise tax to the present 5 cents a pound on tires and 9 cents a 
pound on tubes, with a new 64 cent tax on camelback as recapping material. An 
attempt was made to justify such an across-the-board levy with the observation that 
a heavy truck would pay more than the ordinary passenger car because it has more and 
larger tires. 

Like the fuel tax, a tire tax at a uniform rate bears very disproportionately 
upon passenger cars and other light vehicles, when due consideration is given to 
weight and mileage, As the accompanying diagram shows, a uniform rate of tire tax 
discriminates greatly in favor of the heavy vehicles, The diagram shows the de- 
Clining charge per 1,000 ton-miles for vehicles of different weight classes with 
respect to both a fuel tax and a tire tax, A passenger car with a loaded weight 
of 4,000 pounds would pay 33 cents per 1,000 ton-miles with either a gasoline tax 
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of one cent a gallon or a tire tax of 17 cents a pound. But a 60,000-pound gross 
weight vehicle would be charged only about 7 cents per 1,000-ton-miles with a gas 

tax of one cent a gallon, and even less if powered with diesel fuel taxed at 1 cent 
a gallon. The advantages of diesel fuel operation are pronounced in the upper weight 
brackets. What is needed is a special type of user charge on the heavy vehicles 
which will correct the inequitable effects of a fuel tax, thus bringing into reason- 
able balance the user payments by light and heavy vehicles, 

With a tire tax at a uniform rate of 17 cents a pound, a passenger car 
would pay more than three tises as much for 1,000 ton-miles of highway use as 
would a heavy vehicle of 40,000 pounds gross weight or more. Such a tire tax 
applied across-the-board would not offset the disproportionate burden of a fuel 
tax upon passenger automobiles and other light vehicles; it would further aggre- 
vate the unequel condition which is in need of correction, 

Thus, while a big highway freight has more and larger tires, it obtains 
much greater mileass from its tires, and therefore a lower charge per sile from 
a unifore tax rate, than does the automobile, This clearly shows that the use 
of a tire tax as a highway user charge should be limited to the heavy vehicles 
with tires of large size. A tire tax cannot be an equitable way of applying 
properly graduated highway user charges to the heavy vehicles if it is applied 
alike to the passenger cars and other light vehicles, 

The inherent deficiency of the fuel tax is that it places a disproportionate 
burden upon light vehicles and favors heavy vehicles, A special tire tax levied 
against the heavy vehicles only can correct this inequity, Such a user charge on 
the heavy vehicles must be at a substantial rate if it is to make up for the dis- 
proportionate effect of the fuel tax, 

A special tax on large tires would be essentially different from the exist- 
ing Federal excise tax on all tires, The existing excise tax was levied to pro- 
duce revenue for the general budget requirements of the Government and has no re- 
lation to charges for highway use, A special tire tax on large tires would be 
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directly related to highway use and, if properly adjusted as to rates, would obtain 
from the heavy vehicles payments commensurate with their highway use, 

In his testimony before the House Committee on Public Works on July 12, 1955, 
Mr, Andrew J, Sordoni, President, American Automobile Association, took direct is- 
sue with representatives of the trucking industry and the tire manufacturing in- 
dustry who opposed a special tax on large tires. Referring to the reduction in the 
tire tax as provided in H. RB. 7474 compared with the higher rate contained in H. R. 
7072, Mr. Sordoni asked the Committee to reconsider "the action taken in relieving 
commercial vehicles from what is believed to be theit equitable share of the new 
tax burden." (p. 1278) It was brought out in the testimony that Mr. Sordoni himself 
is an owner and operator of trucks. Members of the Committee commended him for his 
attitude in supporting an equitable tax on large vehicles even though he, as a 
truck operator, would have to pay it. 

Mr. Sordoni presented squarely the relationship between improved highways 
and their sound financing when he said: 

I am talking against my own best interests because I own and 

operate about 1,000 pieces of equipment, but I have never felt 

that the question of the price of a tire to be used on a good road 

versus a poor road should have any influence on the price as long as 

the money went into a better road. (p. 1281) 

The tax on large tires as considered by the House Committee during the past 
session was not excessive, protestations by representatives of the trucking indus- 
try notwithstanding. To repeat a previous illustration, a typical vehicle used by 
intercity freight haulers is the tractor-semitrailer combination with four azles 
and fourteen tires, size 10.90-20, H.R. 7072 would have increased the Federal tax 
on such tires by 45 cents per pound and on the tubes by 41 cents a pound, as com 
pared with the existing Federal excise tax rate of 5 cents a pound on tires and 9 
cents a pound on tubes, While the proposed rate might seem high when compared with 
existing Federal excises on motor vehicle tires generally, it is not excessive, nor 
even adequate, as a user charge upon the heavy vehicles. 

The increased tire and tube tax rates provided in H. R. 7072 would amount to 
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$57.12 per tire and to $799.68 for 14 tires. On the basis of 100,000 miles of tire 
life this additional tire tax would have amounted to only 0.8 of a cent per vebicle-aile. 

For comparison it may be noted that a tax on large tires of 45 cents a 
pound is necessary merely to equalize the disproportionate burden imposed upon 
passenger cars and other light vehicles by a one cent gasoline tax. If the Federal 
excise tax on gasoline were increased from two cents to three cents, as proposed 
during the 84th Congress (First Session) an equalizing tax on large tires would have 
to be three times 45 cents or $1.35. 

As reported out by the House Committee on Public Works, H.R. 7474 drasti- 
cally reduced the proposed tax on large tires. This bill proposed an increase of 
only 10 cents a pound on large tires and only 6 cents a pound on companion tubes, 
These smaller charges on the tire equipment for heavy vehicles would amount to only 
one-sixth of one cent per vehicle mile, Such a charge upon the heavy vehicles would 
fall far short of compensating for the discrimination against passenger cars and 
other light vehicles which is inherent in the gasoline tax. 

The organized opposition of the trucking industry and its supporters to 
these modest charges upon the operators of heavy commercial vehicles adheres to the 
usual pattern of their strenuous objections to equitable highway user charges in 
the states, This activity against equitable highway user charges on the heavy com- 
mercial vehicles is characterized as follows in the 1955 Report of the New York State 
Joint Legislative Committee on Carrier Taxation: 

Apperently convinced that the truckers can't think for themselves and 
realizing that turmoil is their stock-in-trade, so-called paid “representa- 
tives" of the trucking business do a lively business by convincing the car- 
riers that they cannot possibly protect themselves against oppressive taxes; 
that inasmuch as the prevailing tax is the most onerous of them all the car- 
riers must underwrite the "representatives" endeavors fo get rid of it. In 
countless cases the tribute exacted from each carrier for support of the 
trucking lobby far exceeds the actual amount of the tax paid. (p. 40) 

Those who purport to speak for the commercial trucking industry have made it 
evident that they favor greater highway expenditures on behalf of the trucks but 


resist any proposals which would require them to pay a proper share of the costs of 
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facilities provided for their operations, This inconsistency is manifested before 
legislative bodies and also in publicity releases and advertisements of the truck- 
ing industry. and those associated with it. Recently there appeared in the news- 
papers an advertisement sponsored by Trailmobile, Inc., on behalf of the American 
trucking industry and the ATA Foundation, Inc. A picture section of this advertise- 
ment shows a modern type of highway suitable for the accomodation of large commercia) 
vehicles. Significently, many large commercial vehicles are in evidence to illus- 
trate the diversity of trucking operations, but no passenger car may be observed. 
This is the essence of a highway improvement policy as envisaged by the commercial 
trucking industry and those associated with it. They conceive of the public high- 
ways as being essentially for the accommodation of highway freighters operated for 
private gain, The advertisement is reproduced on the following page. 

Another recent advertisement,also reproduced herein, similarly reflects the 
outlook of the trucking industry and associated businesses on highway matters. 
This advertisement was published "in the public interest" by the B. F. Goodrich 
Company on behalf of the American trucking industry and the ATA Foundation, Inc, 
Entitled, "Nobody Gets Mad at a Truck on a Good Road," the ad goes on to urge that 
more and better highway facilities should be provided for the special benefit of 
commercial trucks, that billions of dollars will have to be spent, and that steps 
should be taken to provide special facilities for the trucks such as turnouts, 
creeper lanes, reduced curve and grades, and "proper truck routing into and out of 
our cities." Such measures, the advertisement says, point the way toward solution 
of the “truck problem." There is no suggestion, however, that the trucking indus- 
should be expected to pay for the modernized and specialized facilities which are 
sought es an aid to the trucking business, and needed only because of the special 
highway requirements inherent in trucking operations. 

The position of the trucking industry on how costly highway facilities 
should be financed becomes evident in their efforts before legislative bodies. 


On such occasions they support types of user charges which will bear principally 
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upon pessenger cars and other light vehicles and strenuously resist any special 
charges upon the heavy commercial whicles such as are necessary to achieve equity 
and balance of payments between these two vastly different vehicle classes. 
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The Cuarman. We thank you for your appearance, and the infor- 
mation given the committee. 

Are there any questions? 

Dr. BEeHurne. There is just one further thing, if you don’t mind, 
Mr. Chairman. 

We have compiled a great deal of additional material that we would 
be glad to furnish to the members of the committee. I don’t know 
whether you would want to include this rather bulky material in the 
record, but we woukl be glad to make it available to the members. 

The CHarrman. Make the material available to the clerk of the 
committee in a sufficient supply for the members. 

Mr. Reed, of New York, will inquire. 

Mr. Reep. I just want to congratulate you, sir, on the careful prep- 
aration you have made. It is a very fine tad 

The Cuatrman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenxrns. That is exactly what I was going to say. I think this 
is one of the best papers presented to us. I am glad you presented what 
you did even though you did not have a chance to bring out all the 
details. You have given us a very fine statement. 

Dr. BEHLING. We do hope, sir, that the committee can give it fur- 
ther consideration. I did have to present it rather hastily. 

he Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness appearing on the calendar is Mr. Lloyd Halvorson. 

Will you please give your name, address, and the capacity in which 
you appear, for the record? 


STATEMENT OF LLOYD HALVORSON, THE NATIONAL GRANGE 


Mr. Hatvorson. I am Lloyd Halvorson, staff economist of the 
National Grange, with offices in the National Grange Building, 744 
Jackson Place NW. 

I appreciate the opportunity to appear before this committee and 
present the Grange policy on this question of financing the highway 


rogram. 

I shall not take time to explain why the Grange strongly supports 

the expanded Federal highway program. I shall only say that ade- 
uate highways are very important to farmers, and that they benefit 
irectly and indirectly from them. 

Our Grange members are willing to assume their share of the cost 
of building highways because adequate roads and highways are a 
good investment. We also agree that Federal financing of 90 percent 
of the interstate system and the expanded Federal aid for the other 
systems is an appropriate Federal function. 

Our economy is so fully Se that the adequacy of highways 
in one part of the country. is of consequence to all citizens. Further- 
more, it is unlikely that the finuancial resources of each State or 
locality would always match the costs of the links of the highway 

needed in each State or locality. In other words, it is un- 
likely that we would ever have an adequate national system of high- 
ways if we should pursue a geographical piecemeal approach to the 
financing of the needed segments of the system. 
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In view of the likely nature of a future war, should it come, ade- 
quate highways are essential to national and civil defense, further 
justifying Federal financing. The National Grange will support 
either a pay-as-you-build financing program, or a bond-finaneing 
program, or a combination of the two. 

Regarding the source of revenue to finance the expanded Federal 
highway program, our delegate body has said: 

Federal automotive excise taxes which go to general funds currently amount 
to $2.5 billion annually. This revenue should be considered in defraying cost 
of this needed highway program. If Federal fiscal realities indicate that an 
expanded Federal highway program necessitates additional taxes on highway 
users, such taxes should be levied in accordance with the best available knowledge 
on the allocation of highway costs among the various types of highway users. 

This indicates that the Grange would consider it entirely ciaAacae 
to allow some of the cost of financing the expanded Federal highway 
program to be met by receipts from the broad area of automotive ex- 
cise taxes, and not only from the excise taxes of the highway-user 
type. I mean by that, on rubber and gasoline. 

owever, if it is necessary to finance the entire Federal highway pro- 
gram out of existing and additional Federal taxes on fuel, oil, rubber, 
and an increase in the truck and bus excise tax, we would agree to it. 

In this connection, it should be pointed out that H. R. 9075 will 
ee more than enough added revenue to cover increased Federal 

ighway expenditures until 1960. We believe the estimates of added 
future revenues from H. R. 9075 are very conservative, but if it 
should become apparent at a later date that higher tax rates are needed 
after 1960, the Congress could, in any future year, increase them. 

Last year the F en bill had higher tax rates on large truck tires 
and diesel fuel. H. R. 9075 applies equal tax rates. Insofar as the 
Grange is concerned, we believe that the added taxes should be levied 
in accordance with the best available knowledge on the scientific allo- 
cation of highway costs—construction and maintenance—among the 
various types of highway users. If it costs considerably more to build 
highways and bridges to accommodate heavy trucks, the tax rates 
should reflect it. 

The Grange also has said : 


In new construction or rebuilding of heavily traveled highways, we recom- 
mend the construction of a special truck lane on ascending grades, not only as a 
measure to expedite traffic, but as a major safety precaution. 

It is a recognized fact that in order to handle the heavier commercially oper- 
ated trucks and trailers, more expensive construction and maintenance must be 
provided. To meet these increased costs, some form of a highway use tax 
should be devised to assure that these heavier vehicles pay a just and equitable 
share of the heavier construction and maintenance costs which they necessitate. 


It has been estimated that the added taxes from H. R. 9075 upon the 
typical passenger car will be about $8 a year, and upon the heaviest 
trucks $330. We do not have the engineering facts necessary to de- 
termine whether or not the tax rates in H. R. 9075 conform to our 
principle. 

We hope this hearing will provide this committee with many rele- 
vant facts, so that it can at least approach a schedule of tax rates in 
line with a scientific allocation of the cost of the expanded highway 
program. If the committee concludes that H. R. 9075 is in line wit 
this approach, we expect to support the bill, and also, if it makes any 
changes in the rates which appear reasonable and equitable. 
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We do not believe that the tax rates should be set in such a way as to 
create an artificial advantage, or to offset a natural disadvantage, for 
any of the items taxed, even if one type of business enterprise may 
have tough going in the competitive world. 

The tax rates should bear as direct a relationship to highway use 
and highway costs as possible. It should be evident that, while the 
tax on certain highway user items may appear burdensome to the 
industries involved, in general all will benefit from the expanded 
travel that adequate highways will bring about. 

We believe that the equity of exempting gasoline and items used in 
farm production from the increased taxes 1s beyond question, to say 
nothing of the imperative need for this just exemption in view of the 
depressed condition of agriculture. 

We are deeply grateful to this committee, and the House of Repre- 
sentatives, for exempting gasoline used in farm production from the 
existing 2 cents a gallon Federal excise tax. 

It should be pointed out that refunds on farm-used gasoline will 
not. be administratively difficult, because most all the States are now 
making such refunds. Federal excise taxes on nonhighway uses of 
gasoline may in some cases be considered user charges for navigation 
aids, airways, and even facilities like airports. 

That concludes my statement. 

The CHamman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? If not, we thank you, sir. 

The next witness on the calendar is Mr. Gordon MacGregor. Is 
Mr. MacGregor here? Come forward, please. 

Please give your name, address, and the capacity in which you ap- 
pear for the record. 

Mr. Witt1am Sanpers. May I address the committee for just a 
moment? I am Mr. Sanders of the National Lumber Manufac- 
turers, and we have two witnesses representing the two large but very 
diverse sections of our industry. Their statements will run about 7 
minutes apiece. Mr. Fuller is the next one. 

The Cuarrman. Do they want to appear together? 

Mr. Sanpers. It may be advisable for them to sit here together, if 
that is agreeable to the chairman. 

The CHarman. And each one of them present a statement of about 
7 minutes? 

All right, without objection, come forward. Give your name, ad- 
dress, and the capacity in which you appear. 


STATEMENTS OF GORDON A. MacGREGOR, NATIONAL LUMBER 
MANUFACTURERS ASSOCIATION; AND WILLIAM P. FULLER, 
SOUTHERN PINE INDUSTRY COMMITTEE, AND NATIONAL 
LUMBER MANUFACTURERS ASSOCIATION 


Mr. MacGrecor. Mr. Chairman and gentlemen of the committee, 
my name is Gordon A. MacGregor. I am an independent logging con- 
tractor, operating out of Boise, Idaho. I appear here today in behalf 
of the National Lumber Manufacturers Association, a federation of 
the regional and species groups in the lumber industry in all parts 
of the country. 

73749—56——27 
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The bill pending before this committee proposes to raise the money 
needed for the expanded interstate highway program on a pay-as- 
you-go basis through what are generally regarded as user taxes. We 
have examined this bill and believe that in its application to the 
logging and lumber industry it goes beyond the idea of taxing the 
user to the serious detriment of our industry. 

Our criticism is offered as constructive criticism because we know 
the difficult conditions under which the committee is working. We 
feel certain that you will recognize the equity of our position and that 
you will find a fair and equitable solution in the bill you write. 

I would like to call your attention to the fact that our industry is a 
large consumer of gasoline, diesel fuel, tires, rubber, and trucks in 
connection with transportation of logs on roads it builds or main- 
tains at its own expense. 

In the West, we have many millions of acres of forest land un- 
benefited by a public roads system. To harvest the timber on this 
land, it is necessary for the logger to go in and build his own roads, 
deep in remote mountainous country, at his own expense. This fre- 
quently is true even on Federal lands, where the buyer of timber is 
required to build not only temporary spur roads into the logging 
area, but also to build permanent-type main roads. 

It has been estimated by the Forest Service that loggers build a 
mile of road, on the average, for each million board feet of timber 
harvested. In the West, alone, I would estimate that at least 15,000 
miles of roads are built each year. I am sure you will recognize that 
because of the tremendous loads and the rough mountainous country 
involved, these roads are expensive to build. 

Since we loggers already are required to build our own roads at 
our own expense, or pay for the use of existing forest roads, it seems 
most unfair that we should be expected to pay additional taxes to 
build a system of roads which has little to do with our transportation 
and which will benefit us only in the most indirect way. 

While the bill under consideration attempts to provide some relief 
in that the gasoline tax is applicable only to highway vehicles, and 
the tire tax is applicable only to “tires of the type used on highway 
vehicles,” the language used would appear to give very limited relief. 

The tire tax would seem to be applicable to many thousands of tires 
used on off-highway vehicles which never enter upon highways, but 
are of the type used on highway vehicles. I have in mind not only 
our logging trucks, many of which are of a size not permitted on 
the highway, but also the many thousands of forklift and straddlelift 
trucks, log loaders and other nonhighway vehicles in logging and in 
sawmills which use tires very similar to or identical with highway- 
type tires. 

Similarly, there is some confusion as to the proposed extra 1-cent 
rate on gasoline. The bill provides for continuation of the present 
2-cent rate when the gasoline is for “use other than a fuel in a high- 
way vehicle.” Since highway vehicle is not specifically defined, there 
is a possibility that the Bureau of Internal Revenue will hold that 
large trucks which do not go on the highway are, nevertheless, high- 
way-type vehicles and, therefore, ineligible for the reduced rate. 

H. R. 9075, in its present form, provides for refunds in the case 
of fuels used in boats, airplanes, and otherwise used outside the field 
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of highway transportation. That provision might be extended equi- 
tably to provide for refund of the 1-cent additional gasoline tax pro- 
posed and the 3-cents a pound tax on tires and retread rubber based 
on nonhighway use of gasoline, diesel fuel, tires, et cetera, of such 
industries as logging, on the basis of records maintained by the user. 

In many States, for the purpose of the State ton-mile tax, or for 
the purpose of the State tax on gasoline or diesel fuel, as in the case 
of my own State of Idaho, operators are required to maintain de- 
tailed records of their mileage on and off the public roads. 

Such record would provide a basis for application for refund of 
taxes paid for travel on other than public highways. The principle 
of onl an exemption was recognized in the bill recently passed by the 
House to relieve the farmer of taxes on gasoline used on the farm for 
farming purposes. 

The bill before you also recognizes the same basic principle in pro- 
viding an exemption from the gasoline tax for local public transporta- 
tion, where 95 percent of the mileage of the routes is within the met- 
ropolitan district. 

Certainly there is no justification for imposing a tax burden on those 
who not only do not use the highways, but actually construct their 
own private highways, for the benefit of those who do use the high- 
ways for recreation in a forested area. 

We are not asking for exemption from the current tax rates, which 
we have regarded as general excise taxes. We urge that your commit- 
tee provide exemption or refund of the proposed increases on the gaso- 
line, diesel fuel, tires and tread rubber used on trucks and equipment 
which do not operate on public highways. As to trucks operated 
partly on and partly off the public roads, we urge that any taxes be ap- 
plicable only to the extent the public roads are used. 

The Cuarrman. Does that complete your statement ? 

Mr. MacGrecor. Yes, sir. 

The Cratrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions of this gentleman? If not, we recognize 
the other gentleman, then. 

yore give your name, address, and the capacity in which you 
appear 

Mr. Fotzer. My name is William P. Fuller. I am woods super- 
intendent and part owner of Hillyer-Deutsch-Edwards, Inc., a lumber 
company located at Oakdale, La. I appear here in behalf of the South- 
ern Pine Industry Committee and the National Lumber Manufac- 
turers Association. 

It is my purpose to tell you briefly how the provisions of the tax 
bill you have under consideration will affect the logging and lumber 
manufacturing industries in the South, where we produce and harvest 
almost half of the Nation’s timber needs. 

As you know, our timber in the South is not as large as the western 
timber. As an example, in the West, the timber harvest per acre may 
run from 5,000 board-feet and up, while in the South, it is approxi- 
mately 1,000 to 1,500 feet an acre. Asa result, we have to cover a lot 
more territory with our own roads to get the same volume. 

Generally, our country is just as rough as the West, but in a differ- 
ent manner, particularly in regard to weather and ground conditions. 
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Probably 65 percent of our timber is impossible to log during certain 
seasons. For this reason, it is impractical to use large woods equip- 
ment and we, therefore, have to use a much larger quantity of smaller 
and lighter equipment and trucks than in the West. But we have the 
same problem in that we must build and maintain long distances of 
our own roads. 

The purpose of this bill is to provide additional revenue from taxes 
on motor fuel, tires, retread rubber, and trucks to meet the cost of an 
expanded highway program. It would seem fair and logical, there- 
fore, if highway expenditures are to be geared to taxes on highway 
users, that an exemption be provided for fuel, tires, and rubber con- 
sumed in nonhighway or off-the-highway uses. 

Some partial allowance is made for this in the present tax laws; 
there are further provisions in this bill for such exemptions to the 
amount of the proposed increases, but the language of the bill is uncer- 
tain so far as the lumber and logging industries are concerned. 

Much of the timber harvested on private and public lands today 
moves from the woods to the mills on trucks. Our industry uses vast 
amounts of rubber-tired, gasoline, liquefied gas or diesel-driven equip- 
ment in the forestry and logging end. 

There are tens of thousands of trucks, trailers, tractors, power gener- 
ators, power-driven chain saws, logging arches, tree planters, dozers, 
scrapers, graders, and pumps. Most of this equipment is gasoline, 
liquefied gas or diesel powered ; much of it is rubber tired. Substantial 
portions are strictly off-highway equipment; a good deal of it is high- 
way-type equipment that never sees the highway. ! 

The industry operates its motor vehicles to a major degree over 
roads that the industry builds and pays for, over both privately owned 
lands and publicly owned lands. In many areas, our trucks can oper- 
ate where there are no roads, or the most rudimentary kind. Much 
of our equipment never sees the highways and operates over-them as 
an incident of getting in and out of the logging area or in moving 
timber to the millsite. . 

Needless to say, we use a lot of tires and rubber in hauling our logs. 
Stumps, snags, and rocks take a heavy toll because of impact breaks. 
We operate most of the time where our gasoline consumption is high 
and our miles per gallon low over roads not paid for by taxes and the 
wear and tear of our trucks and trailers is excessive by transportation 
industry standards. 

We average only 10,000 to 15,000 miles per tire used off the highway, 
as compared to mileages up to 100,000 miles per tire where they are 
used on the highway. In addition, the average life of off-the-road 
trucks is usually about 2 years, as compared to 4 to 10 years on highway 
trucks. 

We average 2 to 3 miles per gallon of fuel because of continuous 
low-gear operation, as compared to an average of 714 to 8 miles per 
gallon on the same type vehicles on the highway. 

Ours is one of the most highly competitive industries. There are 
50,000 operating sawmills in the country. More than 20,000 of these 
are in the South. Tax increases of very minor importance to some 
industries with whom we compete could mean the difference between 
profit or loss to some sawmills. 

We of the southern lumber industry would be more than appre- 
ciative of better highways and more than willing to pay our fair 





HIGHWAY REVENUE ACT OF 1956 415 


share of their cost, but we do not think that we should have to pay 
taxes for that proportion of the highways that we do not operate over. 

These user taxes amount to tax upon our raw material, which is 
basically where our profit lies, because we have very little control 
over our logging costs due to weather, terrain and quantity of timber. 

I note that the Secretary of the Treasury sees the justice of ex- 
emptions for substantial users of gasoline, fuel oil, and rubber who do 
not get direct benefit from the program. He referred to the timber 
industry specifically, as an example, when he appeared before the 
House Public Works Committee last July, and said there is a case 
for exemption of their uses entirely off the highway. The only prob- 
lem uppermost in his mind was how to administer the exemption. 

In this connection, I might point out that the farm gasoline tax 
exemption bill which you recently approved outlines a refund pro- 
cedure to be used by the farmer in getting refunds for gasoline used 
in his farming and own logging operations. 

With this precedent for Sadien the administration of exemptions 
or refund of taxes ped on off-highway consumption, we think your 
committee can develop a provision broad enough to cover situations 
where our trucks and other off-highway vehicles must, of necessity, go 
over the highways for relatively short distances. 

The exemption under such conditions should extend at least to the 
portion of the gasoline and tires consumed on off-highway use. The 
farm gasoline exemption bill authorizes such a refund to farmers in 
the case of the gasoline tax. On page 4 of the committee’s report on 
H. R. 8780, explaining this refund application provision, it says that 
if a truck is used both in farming and on the highways, the gasoline 
used in operating on the highways is not to be taken into account in 
computing the refunds made. 

Some similar authority should be given to the Secretary of the 
Treasury for administering the credit or refund of taxes paid by the 
logger or lumberman where their vehicles operate all or a part of 
the time off the highways. 

In conclusion, I would emphasize that we are asking for this treat- 
ment only with respect to the amount of increases proposed by this 
bill on gasoline, tires, diesel oil and other special fuels, and for the 
amount of the new retread tax. The existing taxes are general excise 
taxes, as we understand, and not intended specifically for highway 
financing. 

The CuarrmMan. Does that complete your statement? 

Mr. Furter. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. Any questions? 

Mr. JenKrns. You made a very fine statement. There is no question 
but what you are entitled to some consideration. You do not use a 
lot of your tires on the highways at all. 

Has anybody that you know of developed a plan whereby you can 
be given justice and charged only for what you do use? That is going 
to be a very difficult proposition ; isn’t it? 

Mr. MacGrecor. In the State of Idaho, and many other States, 
we have a ton-mile use tax, and we keep a complete record of the miles 
that every truck travels on and off the highway. 

If we wholly maintain the road, or construct the road, or build it 
ourselves, we are exempt from a ton-mile tax. We have a lot record, 
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or a record set up to take care of that. As far as tires are concerned, 
we keep a card record on every tire that we use in order that we know 
how it is destroyed or how it has worn out, to get our tire experience, 
and whether we are getting a good buy or not. 

We also can tell how a miles that runs on or off the highway. 

Mr. Jenxrns. I hope you have a system that works. 

The Cuatrman. We Soe you for your appearance and the infor- 


mation given the committee. 
Mr. MacGregor. We thank you for the opportunity of appearing. 
The Cuarrman. The next witness appearing on the calendar is Mr. 
Jeremiah Courtney. Is Mr. Courtney here? 
Please give your name, address, and capacity in which you appear. 


STATEMENT OF JEREMIAH COURTNEY, GENERAL COUNSEL, 
AMERICAN TAXICAB ASSOCIATION 


Mr. Courtney. My name is Jeremiah Courtney. I am general 
counsel of the American Taxicab Association of Chicago, Tl. 
(Discussion off the record.) 


The CHarmman. Without objection, the statement will be included 
in the record. 
(Mr. Courtney’s statement is as follows :) 


STATEMENT OF JEREMIAH COURTNEY, GENERAL COUNSEL, AMERICAN TAXICAB 
ASSOCIATION 


My name is Jeremiah Courtney. I am general counsel for the American Taxi- 
cab Association, 4415 North California Avenue, Chicago, Ill. I want to thank 
you, Mr. Chairman, for this opportunity to testify before your committee. 

Before going into any detail at all, I would like to give you our general posi- 
tion on the bill under consideration, H. R. 9075. 

First of all, we appreciate that the authors of this bill have made every effort 
to come up with an equitable tax bill to insure the fulfillment of the highway 
road improvement program which the country needs. The tax burden on all 
businesses is so heavy today that it is highly important that any new tax be 
equitable in its impact on any business. And this is particularly true where 
small businesses are to pay the tax. 

Now, the taxicab industry by and large is a very small business indeed. A 
great many people are not aware of the fact that, in the taxicab industry, an ap- 
parently large operation will very frequently consist of a number of individuals 
banded together who own and operate their own cabs. Right here in the District 
of Columbia, for example, 65 percent of the cabs are owned and operated by 
individuals. Of the other 35 percent of the fleet or company operations, more than 
one-half of the cabs are leased to individual drivers on a flat weekly rental. All 
that the driver makes above the rental and costs of operation are his. There are 
no smaller businesses than these owner-drivers or lessee-drivers ; and it is these 
individual owner-drivers or lessee-drivers who, in very many instances, are going 
to be paying the increased taxes that are provided for in this bill. We do not 
believe that these tax increases are equitable in their application to this small- 
business industry because taxicab operations are confined to city limits and will 
therefore not directly benefit from the highway program which the tax increases 
are designed to finance. 

So much for the general explanation of our position. 

The American Taxicab Association is a voluntary, nationwide trade association 
of taxicab operators. It has some 1,500 members with representation in virtually 
every large city in the United States. While the ATA itself does not directly 
represent a large group of people, it does represent an industry that serves an 
estimated 3,655 million persons per year. The taxicab industry operates 125,000 
taxicabs, with an average mileage of 66,000 miles per year per vehicle. However, 
virtually all this mileage is accumulated within urban areas, commercial zones 
of cities, and on city streets that generally are outside of and form no part of 
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highway systems, for the improvement and expansion of which the present bill, 
H. R. 9075, is intended to obtain additional revenues by raising gasoline taxes 
and taxes on tires. 

The American Taxicab Association is in accord with the objectives of the bill, 
to the extent that it provides for reasonable and equitable increases in excises and 
motor fuel taxes on highway users to defray the cost of the proposed highway 
program. This means that the cost of the program should be borne in order to be 
equitable, by those who will be its primary beneficiaries—that is, the highway 
users. The taxicab industry, by its very nature, is not a highway user, but pri- 
marily a user of city streets which do not form a part of any highway system and 
which will, therefore, not benefit directly from the proposed program. 

It seems to us that the taxicab, confined as it is to the city streets by the nature 
of its function and, generally, its operating license which confines it to the city 
limits of the issuing municipal authority, logically comes within the category of 
“other than a highway vehicle.” It is not reasonable, and certainly not alto- 
gether equitable therefore, to subject this taxicab to a tax, the specific purpose of 
which is to pay for a highway system it will neither use nor directly benefit from 
in its business. 

The taxicab industry is a heavy consumer of both the gasoline and tires which 
are subject to the proposed tax increases. This consumption, in fact, is so heavy 
that the proposed tax increases will very substantially decrease the already small 
profits of the taxicab industry. 

The taxicab industry is a regulated industry. Its rates are regulated and 
controlled by local public-utility-type commissions. As with all regulated indus- 
tries, any increase in operating costs cannot easily or immediately be passed on 
to the rider. Any rate increase designed to compensate for the proposed taxes 
would, in most cases, have to be approved by the local regulatory body, 
perhaps after a hearing and considerable delay. Rate increases are a doubtflul 
and hazardous answer to this problem anyway, because they may cost more in 
reduced public demand than they bring back in rate increases. 

Let me now show specifically the impact of the proposed taxes on the taxicab 
industry: 

Basing our computation on the 125,000 taxicabs in operation previously men- 
tioned, each averaging 66,000 miles per year, and the estimate that, on the 
average, a taxicab uses 1 gallon of gasoline for each 11 miles of travel, the 1-cent 
increase in the gasoline tax would cost the industry $7.5 million a year. The 
increase in the tax on tires, based on the average weight of 21 pounds per tire and 
a 25,000-mile average life, would aggregate in excess of another $750,000 per 
year. 

It is estimated that the net operating profit per taxicab averages not more than 
1 cent per mile. This means that the average cab covering 66,000 miles per year 
would show a net operating profit of $660. I know many fleet operators that 
would very much like to make $660 a cab but, assuming that return to be an 
average, the gasoline tax would, on the basis of the above mileage estimate and 
the rate of 11 miles per gallon of gasoline—i. e., 6,000 gallons per year—cost each 
operator an additional $60 per year for extra gasoline tax plus approximately 
$6 for the extra tire tax and thus decrease the net profit by 10 percent. 

This perhaps would not be an unreasonable amount if the taxicab operator so 
affected were to be a beneficiary of the proposed program. But, as already men- 
tioned, he will not benefit from the program because his traveling is confined 
within urban routes which are outside the scope of the proposed legislation. 
This means that the taxicab operator will in effect subsidize the highway pro- 
gram for the benefit of other motorists. If the increased operating cost result- 
ing from these taxes is passed on to the taxicab riding public, then this public 
will be paying for the highway program from which it does not benefit directly, 
either. 

The inequity of applying the proposed tax increases to the taxicab industry 
becomes further apparent when we compare the relative burden to be borne by 
the taxicab industry with that to be borne by the other motorists, even apart 
from the fact that the taxicab industry will derive virtually no benefit from the 
highway-improvement program. There are approximately 60 million vehicles 
traveling the various roads of the United States. This figure includes trucks. 
The total mileage covered by these vehicles aggregates approximately 600 billion 
miles annually. This means that an average car travels approximately 10,000 
miles per year. Computing the increase in the gasoline tax, to be borne by each 
motorist, on the same basis of the same mileage per gallon as that obtained by 
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taxicabs—that is, 11 miles—the average increase per vehicle would be $10 per 
year. (In fact this figure is $6.33 according to the estimate of the U. 8. Bureau 
of Public Roads. ) 

Thus we see that the taxload to be carried by the taxicab operator who does 
not use the highways will be, at least, 6 times and probably closer to 9 times 
larger than that shouldered by the average vehicle-owner who does use them. 

The disparity of the burden is further highlighted when it is realized that one- 
third of the estimated overall mileage traveled by all vehicles in the United States 
is carried by the Interstate Highway System—that is, approximately 200 billion 
miles a year. The taxicab’s share of this mileage is, of course, infinitesimal— 
probably less than one-half of 1 percent. 

The bill at present before you already recognizes the cost of the proposed 
highway program should be defrayed by its primary beneficiaries. Thus the 
bill proposes to exempt bus transportation systems operating within metropolitan 
areas as well as vehicles that are not highway vehicles. The bus transportation 
systems exempted by H. R. 9075 are those common carriers of passengers whose 
95 percent of mileage covered is within the limits of a single commercial zone. 
The term commercial zone means a zone prescribed by the Interstate Commerce 
Commission as the commercial zone of a municipality. It is submitted that the 
same principle should be extended and applied to the taxicab industry. On the 
basis of the additional revenues estimated to be derived from the proposed in- 
crease in the gasoline tax, the loss of revenue attributed to an exemption of the 
taxicab industry would be less than one-tenth of 1 percent of the total revenue 
expected—$7.5 million out of the estimated $8.6 billion. The exemption from the 
tire excise would be similarly insignificant, revenuewise. Yet, if this exemption 
is not granted, the tax burden imposed by the increase in the gasoline tax alone 
will cut down the operating profit of each taxicab by nearly 10 percent per year. 
It would seem, therefore, that the burden on the industry would be out of all 
proportion to the revenue that would be derived from this tax measure if the 
taxicabs are not exempt from the coverage of H. R. 9075. 

Our case for requesting an exemption from the proposed increase in excise and 
motor fuel taxes is based, therefore, on the fact that the taxicab industry will 
derive very little, if any, direct benefit from the proposed highway program ; yet, 
under the proposed legislation, it would be required to share a disproportionately 
large part of the financial burden, the inequity of which falls with particular 
impact on the small-business taxicab industry. 


Mr. Courtney. The statement we are submitting makes three points : 

No. 1. The taxi business is small business. 

No. 2. If there is an inequitable tax applied to a small business, it 
is doubly serious. 

No. 3. This tax applied to the taxicab operation is inequitable be- 
cause it results in the taxicab which doesn’t use the highways paying 
nine times the tax that the private automobile which does use the 
highways pays. 

On the small-business point, some of you gentlemen come from small 
cities, and I want to give you the reaction of a small city taxi operator 
commenting on the statement that I have asked to have included in 
the record. 

He comes from Kenosha, Wis. Hesays: 


I should like to point out to you a fact about cabs which may not have occurred 
to you. This is the fact: The gross taxicab income in Kenosha is off 40 percent 
from what it was in 1947 and 1948, when I bought in as a returning veteran. 

Allowing for rate increases during that period, there are actually over 50 
percent less cab riders today than there were when most of the small people 
now in the industry first got started 10 years ago. Why this should be, in 
contradiction to many industrywide figures, is due to a peculiar fact of small- 
town life. 

Where in the larger towns the traffic muddle has gotten so bad that few people 
drive their cars to work in the downtown area, as a result of high parking costs 


and lack of parking space, the result is an increase in the use of public 
transportation. 
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In smaller towns, however, people insist on going downtown to shop or work 
in their own cars. Cars registered in Kenosha County have increased from 
15,000 in 1947 to over 34,000 last year, as a consequence of hard-sell and liberal 
eredit by the auto industry, and in every such case, we have lost a cab rider, 
since here these car owners use their cars for all their transportation require- 
ments, and for all practical purposes are permanently removed from our 
market. 

We smalltown operators have faced this as one of the realistic facts of modern 
life, and have tried to cut corners wherever possible in order to stay in business 
on our reduced income in the face of rising costs on everything we buy. 

Rates are at a point where any increase in the economic force of the law of 
diminishing returns can only result in further loss of business. Therefore, any- 
thing—gas tax or whatever—that increases our cost of operation, may well prove 
a mortal blow to the smalltown taxicab operator. 

Incidentally, a check of our records over 9 years shows that we operate over 
98 percent on city streets. 


That is the smalltown problem. 

The Cuarkman. What is the population of that town ? 

Mr. Courtney. Kenosha, I would say, is about 50,000. 

The Cuarrman. There isn’t a town in my district half that size. 

Mr. Courtney. Then the increased tax is going to hit with increased 
impact on that fellow. 

The Cuarrman. The point is, we live in these places. We are famil- 
iar with these situations. 

Mr. Harrison. Mr. Chairman, may I ask a question at that point? 
You are not talking about your town, now ? 

Mr. Courtney. No, sir; [am not. My town is Washington, and in 
Washington, 65 percent of the cabdrivers own and operate their own 
cabs. They are working 14 hours a day, 7 days a week, and business 
is bad for the taxicab people. 

Mr. Harrison. I notice in your statement you give your address as 
Chicago. 

Mr. Courtney. That is the address of the offices of the association, 
which I thought you would want to have for your records. 

The Cuarrman. Does that complete your statement, Mr. Courtney? 

Mr. Courtney. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any further questions? If not, we want to thank you, 
sir. 

(The following statement was submitted for the record :) 


STATEMENT OF E. Erwin DOLLAR, EXECUTIVE VICE PRESIDENT, ASSOCIATED 
TAXICAB OPERATORS, INC. 


My name is E. Erwin Dollar. I am executive vice president of Associated 
Taxicab Operators, Inc., an organization representing a majority of the 9,000 
or more taxicabs operating in the District of Columbia. 

I wish to thank the committee and you, Mr. Chairman, for the opportunity of 
making a short statement on the pending legislation—H. R. 9075. 

First of all, I want to endorse, without qualification what Mr. Jeremiah 
Courtney has told the committee about the national taxicab situation and the 
effect the bill, in its present form would have upon it. 

While the taxicab setup in Washington is unique among the great cities of the 
Nation, Mr. Courtney’s remarks were applicable so far as they went. 

With a preponderance here of owner-drivers here, the proposed increased tax 
on rubber would fall entirely upon them—these small independent businessmen 
who now are operating at the point of starvation due to an excess of competition. 

Both owner and rental drivers would have to pay the added tax on gasoline 
with no possibility of passing it either to cab passengers or fleet operators. In 
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round figures, this tax alone would cost them $270,000 yearly to pay for con- 
struction which, as Mr, Courtney observed, would be of little or no benefit to 
them. 

Therefore, I respectfully request that the committee give earnest consideration 
to the plea that taxicab operators be accorded the same exemption as it ex- 
tended to urban bus operators. 


The Cuarrman. The next witness is Mr. George W. Anderson. Is 
Mr. Anderson here ? 
Come forward please, sir. 


STATEMENT OF GEORGE W. ANDERSON, EXECUTIVE VICE 
PRESIDENT, AMERICAN TRANSIT ASSOCIATION 


Mr. Anprerson. My name is George W. Anderson. I am the execu- 
tive vice president of the American Transit Association, of New York 
City. 

The American Transit Association is a voluntary trade association 
whose 275 operating members last year transported about 80 percent 
of the 9 billion rides taken by some 85 million people. 

Incidentally, many of those 275 companies are very small. I have 
submitted a statement. I will summarize that statement and make 
myself available for any questions, in the interest of conserving the 
committee’s time. 

The CuHarrman. Without objection, your entire statement will be 
placed in the record. 

(Mr. Anderson’s statement is as follows :) 


STATEMENT OF GEORGE W. ANDERSON, EXECUTIVE VICE PRESIDENT, AMERICAN 
TRANSIT ASSOCIATION, IN RE REVENUE Provisions or H. R. 9075 


My name is George W. Anderson, executive vice president of the American 
Transit Association, 292 Madison Avenue, New York 17, N. Y. 

The American Transit Association is a voluntary trade association whose 275 
operating members transported about 80 percent of the 9 billion transit rides 
taken last year by 85 million people. 

Obviously, I am not authorized to speak for the 85 million people who ride 
transit vehicles in the United States each year. However, these people ultimately 
pay any increased taxes levied upon transit. 

Transit companies operate buses, trolley cars, streetcars, rapid transit cars 
or various combinations thereof in cities and towns of various sizes throughout 
the United States, including the major cities. 

The surface operations of most of these companies are confined to city streets 
which are generally not part of the Federal aid highway system or the proposed 
national system of interstate and defense highways. 

About 42 of the approximately 1,600 transit companies operating in the United 
States are publicly owned and operated including those serving some of our 
major cities such as New York, Chicago, Detroit, Cleveland, Boston, San Fran- 
cisco, and Seattle. 

These publicly owned systems are specifically exempted from the payment of 
any of the present or proposed excise taxes on fuels, oils, tires, tubes, retread 
material, new motor vehicles or parts and accessories for these vehicles. 

Now I would like to discuss briefly the financial condition of the industry. 
Since 1940 despite a 24 percent increase in urban population throughout the 
country, transit riding has declined about 13 percent and the riding per capita 
has decreased about 30 percent in that period of time. Last year we had about 
a 30 percent decrease in riding on a per capita basis compared to 1940. 

Our problem stems largely from the competition of automobiles. About two- 
thirds of all the automobiles are owned by people living in urban areas. Since 
the urban streets and highways comprise about 8 percent of our total roads, we 
have the problem of approximately two-thirds of our vehicles being operated 
on a very small percentage of our highways. 
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This creates traffic congestion. It has meant that transit vehicles have been 
slowed down, our riding has suffered and we are striving earnestly to overcome 
that problem. 

What has happened in many of the cities is that we have had a greater number 
of vehicles entering the downtown with fewer people and it is people and not 
vehicles that make downtown areas prosperous. Therefore, we are encouraged 
to find that planners, city officials, retailers, real estate people and many other 
groups are becoming increasingly aware that our problem in downtown con- 
gested areas is trying to move people and not vehicles. 

I am not saying that because the automobile is our competitor, that the auto- 
mobile should be eliminated or barred from the downtown area. It would be 
ridiculous for me to make such a contention. However, we do feel that a better 
balance between the use of the automobile and the public vehicle in the downtown 
area should be restored. It is encouraging to note that the several planning 
groups I referred to are becoming increasingly aware of the important part 
that transit must play in relieving congestion in the downtown area. 

Unlike some of the other forms of transportation the automobile is practically 
our only competitor. We do not compete with the railroads, the airlines, or the 
intercity buses. In fact, with very few exceptions, the transit companies do 
not even compete with each other. Generally speaking, a metropolitan area is 
served by one system. 

What has been the trend of the industry’s finances since 1940? 

Although its revenues have increased 96 percent, operating expenses including 
depreciation are 115 percent above their 1940 level. 

Last year the industry as a whole earned something like 1.75 percent on its 
investment. That is an industry average. Some companies are doing better 
than others, but many small transit companies have been forced out of business. 

The situation has become so critical that commissions have been appointed to 
study the bus operations in the States of Massachusetts, New York, and Wiscon- 
sin. Tax relief to transit on a statewide basis has been granted recently in 
Wisconsin, Michigan, Texas, and Illinois. 

I think it is interesting to note that quite recently six closely related associa- 
tions of municipal officials formed a national committee on urban transportation 
and are study all phases of tax problems, attention being given to transit 
vehicles as well as to trucks and automobiles. 

Our financial problem is aggravated by the fact that it has become increasingly 
difficult to pass on higher costs to our riders as we must ultimately do. 

I think many of the members of this committee are familiar with some fairly 
small transit operations where the fares have reached 15 cents and in some cases 
20 cents. If costs are further increased, fares in many cases must be raised with 
the possibility of further loss of riders. 

I mentioned a moment ago that generally it is purely coincidental when a 
transit operation involves use of Federal-aid highways. 

In St. Louis, for example, the company that serves the general metropolitan 
area of St. Louis has made a study, and 2 percent of their operations involve 
Federal-aid highways and I think that is fairly typical. 

If we are required to pay higher taxes in increasing amounts, the transit 
rider—who is generally a member of the low-income group—is forced to sub- 
sidize some of these other highway users. 

In most instances you will find that private transit operations pay all of the 
local taxes that other businesses pay and in a great many instances an additional 
gross-receipts tax. 

I am very happy to state that there is a considerable movement today to relieve 
companies of many of those taxes, but what I am trying to point out here is 
that the streets over which they operate in the main are paid for locally and 
they contribute their share of those payments. Hence, we do not feel that we 
should be required to pay Federal taxes for highways which we do not use. 

We are pleased that H. R. 9075 gives recognition to the nonuser status 
of transit and provides for refunds of the additional 1 cent per gallon tax to 
be levied on all liquids fuels under certain conditions. However, the present 
language of the refund provision does not carry out what we understand to be 
the objective of the committee because the pattern of operations of some transit 
companies is different from others by reason of geography, topography, and 
political boundaries. For insatnce, in some areas the right of refund is denied 
solely because of the physical layout of the operations. Examples of this are 
found in Los Angeles, Virginia, eastern Massachusetts, Connecticut, and the 
New York-New Jersey area. 
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At the suggestion of Chairman Boggs of the subcommittee, these conditions 
were discussed with Mr. Leoe H. Irwin, clerk and Mr. J. W. Riddell of the 
committee’s technical staff. At the request of the latter gentleman, we prepared 
a technical memorandum which discusses in detail the deficiencies of the present 
language from the point of view of many of these transit companies. Our memo- 
randum also contains our specific suggestions as to changes in the language which 
would correct these deficiencies. A copy of this memorandum is appended 
hereto, and we respectfully urge your adoption of one our proposed amendments. 

In drafting our amendment we have attempted to fulfill what we understand 
to be the substance of your committee’s objective and at the same time to correct 
the language which excludes operations intended to be covered, while also safe- 
guarding against the undue linking together of opreations in such manner as to 
defeat the committee’s purpose. 

Last year the Treasury Department asked us to furnish data concerning the 
total gallonage of the various types of motor fuels and concerning tires used 
by the privately owned portion of our industry. This leads us to believe that 
Similar data might also be helpful at this time. A careful study indicates the 
following: 

For the privately owned portion of the transit industry : 


All types of motor fuels used annually—403,200,000 gallons: increased 
tax at 1 cent per gallon 

3 cents per pound increase in the tax on tires, annually 

2 percent increase in the tax on new vehicles to be purchased in the 
the foreseeable future, annually 


Because retreading is done by the manufacturer of the tires, we are unable to 
furnish an estimate of the effect of the new 3 cents per pound tax on retread 
rubber. 

On the basis of these figures, the effect of allowing our requested refund on 
tires and retread rubber as well as on the motor fuels would be a loss of revenue 
to the highway program of less than $5 million annually. This may seem in- 
significant when compared to the total amount needed to build the proposed 
Federal System of Interstate and Defense Highways, but from the standpoint 
of the transit industry, a nonuser of interstate highways, it would be a heavy 
financial burden to be borne ultimately by our riders. 


I respectfully request that one of our proposed amendments be adopted by 
your committee or that the substance thereof be incorporated in the final version 
of the bill in such appropriate language as you may deem proper. 


TECHNICAL MEMORANDUM REGARDING THE LANGUAGE OF SECTION 7 (D) OF 
H. R. 9057 


Regarding special cases (sec. 6416 (b) (2) of Internal Revenue Code of 1954) : 
(special cases in which tax payments considered overpayments). See p. 13, 
lines 5-18, inclusive, of H. R. 9057) 


EXISTING LANGUAGE OF THE BILL 


“used or resold for use by any person in connection with furnishing scheduled 
common carrier public passenger land transportation service along fixed routes, 
but only if at least 95 percent of the mileage of the fixed routes on which such 
person furnishes such service is within the limits of a single commercial zone. 
The amount of any overpayment under this subparagraph shall be an amount 
equal to the difference between the tax paid and a tax computed at the rate of 
2 cents a gallon. For purposes of this subparagraph, the term ‘commercial 
zone’ means a zone prescribed by the Interstate Commerce Commission as the 
commercial zone of a municipality” (p. 18, lines 5-18). 


COMMENTS ON DEFICIENCIES OF THE EXISTING LANGUAGE FROM THE STANDPOINT OF 
THE URBAN TRANSIT INDUSTRY 


In expressing the views of the urban transit industry with respect to the 
existing language of the bill, a very narrow construction has been placed on 
the language, since it appears obvious that this is the viewpoint which would 
be taken by the agency charged with administering its provisions. 

Based upon our discussions with Chairman Boggs and several members of the 
committee considering this bill, as well as with the clerk and technical special- 
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ists of the House Ways and Means Committee staff, it is our understanding that 
the aforesaid language is intended to cover refunds of overpayments of the tax 
to public transit operations in individual urban and suburban areas, irrespective 
of whether operations purely local in character are conducted in more than one 
such area by the same person or company. (Chairman Boggs clearly indicated 
his intention of exempting operations of any one company in any number of 
such areas, so long as the operations in each such area were purely local in 
character.) 


Los Angeles 


In Los Angeles, Calif., the only city in the United States where the Interstate 
Commerce Commission has divided the area of the corporate limits into two 
such zones, a strict interp.etation would seem to make Los Angeles Transit Co., 
a public transit operator serving the urban and suburban portions of Los 
Angeles and more than 95 percent of whose route mileage lies within the 2 
aforementioned commercial zones, ineligible for refund. 

Virginia 

In a similar situation in Virginia, the Virginia Transit Co. would be ineligible 
for refund because it operates public transit service in both Richmond and 
Norfolk. The operation in each instance is confined to the city and adjacent 
suburbs, and no connecting service between the two cities is provided by the 
Virginia Transit Co. or any affiliated company. 


Boston 


In the Boston, Mass., area publie transit service is provided by the Metropoli- 
tan Transit Authority, a publicly owned system serving the city of Boston and 
the contiguous or closely adjacent municipalities of Arlington, Belmont, Bbrook- 
line, Cambridge, Chelsea, Everett, Malden, Medford, Milton, Newton, Somerville, 
Watertown, and Revere. This system, because of its “authority” status is 
exempt from both the present and p.oposed excise taxes. 

Also in the Boston area is the Eastern Massachusetts Street Railway Co., a 
privately owned public transit corporation providing local service in the follow- 
ing Massachusetts municipalities: Melrose, Lynn, Salem, Lowell, Lawrence, 
Have.hill, Woburn, Beverly, Quincy, Brockton, and Taunton. In addition to 
the locai and suburban services operated in or near these communities, the 
company also operates connecting services between these municipalities, as well 
as connecting them with Boston. We assume that it is the intention of the 
committee to make the local operations and many of the suburban operations in 
these communities eligible for refunds, although there may frankly be some 
question regarding the granting of refunds to the connecting intercommunity 
ope.ations. Obviously if 75 percent of the aforementioned fixed route mileage 
must be confined to a single zone in order to qualify for a refund, what we 
understand to be the objective of the committee could not be achieved in this 
ease. 


Connecticut 


There is a very similar situation which prevails in the State of Connecticut, 
where the Connecticut Co. operates local and suburban service being provided 
on a number of routes laid out on roughly radial patterns in New Haven, Stam- 
ford, Hartford, Meriden, Middletown, New London, and Norwich. Also, the 
Connecticut Railway & Lighting Co. operates local and suburban service on a 
number of routes in Bridgeport, Derby, New Britain, Norwalk, and Waterbury, 
Conn. In the case of both these Connecticut properties, it would apparently 
be the intent of the committee to provide relief with regard to the local and 
suburban operations mentioned above, but we feel that this would be denied 
under the present language of the bill. 


New York-New Jersey area 


In the five boroughs of New York City, much of the local transit service is pro- 
vided by the subway, streetcar, and motorbus operations of the publicly owned 
New York City Transit Authority. In addition, New York City Omnibus Corp. 
operates in Manhattan and the Bronx, Third Avenue Transit Corp. operates 
service between points in lower Westchester County, and its subsidiary, Sur- 
face Transportation Corp., operates in Manhattan and the Bronx. The publicly 
owned system would be tax exempt, and the operations of the latter-named private 
companies would be exempt under the present language because their routes lie 
entirely within the municipal New York commercial zone. In the Borough of 
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Queens, a number of smaller privately owned public transit companies operate 
service which we believe would be exempt under the present language of H. R. 
9075. 

Operations between points in any of the five boroughs of New York and points 
in Westchester or Nassau Counties, N. Y., as well as operations between any 
two points in either of the aforementioned counties would be entirely within the 
municipal commercial zone of New York as prescribed by the Interstate Com- 
merce Commission. 

That portion of the New York City commercial zone affecting operations to 
and from points in New Jersey is presumed to include an area whose western 
extremity is a line roughly parallel to the Hudson River and lying about 5 miles 
west thereof. A considerable number of relatively small public transit operators 
have lines originating west of this boundary and terminating at the New York 
Port Authority Bus Terminal in New York City, a point approximately a half- 
mile east of the Hudson River. Therefore, only about 6 miles of the route miles 
of many of these carriers lie within the municipal commercial zone of New York 
City, whereas the terminal points of these lines in New Jersey may extend an 
equal distance beyond the zone limit. Because of the topography of the area, 
the greater part of these lines which fall within the municipal commercial zone 
extend through tunnels and marshland, which contain practically no residen- 
tial, commercial, or industrial development. On the other hand, the territory in 
New Jersey lying beyond the commercial zone limits is sufficiently urbanized and 
industrialized to require rather considerable amounts of public transit service 
provided by a number of operators. Thesé¢ operators would be ineligible for 
refunds under the present language of the act, and the transit industry feels 
that to deny them this relief would be inconsistent with the objective which this 
portion of the bill seeks to attain. 

In addition to the above Public Service Coordinated Transport, like the afore- 
mentioned companies operating in Massachusetts and Connecticut, provides 
public transit service on many lines laid out on a generally radial pattern in a 
number of important urban communities such as Newark, Elizabeth, Jersey City, 
Paterson, Camden, Hackensack, Bayonne, Bloomfield, Clifton, and Passaic. 
Many of these communities are contiguous or closely adjacent, and the public 
transit service which connects them is as characteristically local in nature and 
as deserving of consideration for refund as many of the transit services which 
ean qualify for refund under the present language of the act. 


PROPOSED AMENDMENTS 


We respectfully suggest and urge that the lines 5-11 of page 13 (H. R. 9075) be 
amended to read as follows: 


“used or resold for use in connection with furnishing scheduled common carrier 
public passenger land transportation service in urban and suburban areas along 
fixed routes, but only if at least 75 percent of the mileage operated over said 
fixed routes is within the limits of a commercial zone or zones.” 


After making as complete an enalysis as possible under the circumstances, we 
believe that this specific language would not only overcome the deficiencies of 
the present language as applied to the above situation, but would also be en- 
tirely consistent with the true objectives of the exemption. 

We understood that it was felt necessary to use the words “within the limits 
of a single commercial :zone” in the bill as drafted in order to limit refunds to 
public transit operators in urban and suburban areas. Apparently it was be- 
lieved that otherwise it might be possible for those whose operations extend 
for many miles through a number of contiguous or closely adjacent commercial 
zones, and were not truly local transit in character, to qualify for relief. 
Mention was made of an operation extending from Philadelphia to New York 
as an example of the type of thing which the drafters were trying to pre- 
vent. 

While we believe that the proposed amendment as suggested would amply 
take care of any situation which might logically develop, the following ad- 
ditional language might be added as a further precaution if the drafters con- 
sidered it necessary: Strike the period following the words “commercial zone 
or zones” in the suggested language, place a semicolon in lieu thereof, and add 
the words “and provided further that the mileage operated over any route 
which extends more than 10 miles beyond the limits of any commercial zone, 
or any single route or combination of routes extending in one general direc- 
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tion through more than three contiguous or closely adjacent zones shall not be 
included in computing the amount of overpayment.” 

In addition to the language proposed as a means of giving effect to the in- 
tent of the drafters to recognize the fact that public transit operations are 
nonusers of the proposed system of interstate and defense highways, and in 
fact use Federal-aid highways to a limited extent in most cases, we respectfully 
suggest that language be inserted in the bill which would also make transit 
companies eligible for refunds of overpayments on these materials in the same 
manner as the overpayments of the taxes on motor fuel. 


AVAILABILITY OF RECORDS AND INFORMATION 


Transit companies are strictly regulated as to rates of fare, frequency of serv- 
ice, and other phases of their operations by a State regulatory agency in about 
one-half the States, and by a municipal body in the remaining States. Where a 
State regulatory agency exercises control, the transit company is almost in- 
variably also subject to the provisions of a municipal franchise ordinance cov- 
ering its operations. Under the standard systems of classified accounts which 
transit companies are required to use under the reporting procedures prescribed 
by these regulatory bodies, statistics regarding the vehicle mileage operated, 
route mileage covered, and details concerning fuel consumption and tire mileage 
are readily available. Because of transit’s status as a regulated public utility, 
these items are all matters of public record. 


Mr. Anverson. The people I represent here are basically nonusers 
of the highways. Certainly, they do not use the contemplated system 
of interstate and defense highways, and, in fact, they use any Federal- 
aid highway to a very limited extent. 

When they do, it is purely coincidental to their operations, which 
are mainly over city streets. We are taking no position with respect 
to this measure. We are extremely grateful for the fact that in its 
present form, it contains an exemption covering certain transit opera- 
tions. 

We feel that that exemption contains certain inadequacies and, in 
fact, fails to carry out what we understand to be the true intent or pur- 
pose of the bill, and those things are the ones that I will address myself 
to, particularly. 

I should like to point out on page 1 of my statement that there are 
42 of the approximately 1,600 transit companies in the United States 
that are publicly owned and operated. Those systems, of course, pay 
none of the present Federal excise taxes, and they would likewise pay 
none of the proposed increased taxes. 

Those systems serve such major cities as New York, Chicago, De- 
troit, Cleveland, Boston, Seattle and San Francisco. 

I should also like to point out, as indicated on page 2 of the state- 
ment, that unlike most other forms of transportation, local transit is 
noncompetitive with other forms of transportation. We do not com- 
pete with the railroads, the airlines, nor the intercity buses. 

In fact, with very few exceptions, transit companies do not even 
compete with each other. Of course, our principal competitor is the 
private automobile. 

My statement indicates briefly the trend of revenues in the transit 
industry. For example, last year the industry, as a whole, earned 
about 1.75 percent on its investment. Obviously, some transit com- 
panies did better than others. However, the general situation with 
respect to transit has become so critical that in the States of Massa- 
chusetts, New York and Wisconsin, committees have been appointed 
to study it, and we are very gratified that in Wisconsin, Michigan, 
Texas, and Illinois, within the last several years, relief has been 
granted to transit on a statewide basis. 
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I have mentioned the fact that we are nonusers and that when we 
use these highways, it is purely coincidental to our use of city streets. 
As an example of that, and it is an example cited before the Public 
Works Committee last year, take the St. Louis Public Service Co., 
serving the entire area of St. Louis. 

Two percent of their total mileage involves the use of Federal high- 
ways. Iam sure it is apparent to the committee that if we are required 
to pay tl ese higher taxes, we must pass them on to the user, and the 
user, in our case, is the member of the low-income group, and it is 
becoming increasingly more difficult to pass these on in the form of 
higher fares. 

I should also like to point out that, in connection with the city streets 
which we use, in a great many cases local transit companies pay local 
franchise taxes, something that none of the other local users do. 

For example, neither the local trucks nor taxicabs and others pay 
these local franchise taxes, so that we feel that if we are required, in 
addition, to pay for Federal highways, which we do not use, we will be 
paying, in effect, double taxes. ail 

We are pleased that H. R. 9075 gives recognition to the nonuser 
status of transit and provides for refunds of the additional 1-cent- 
per-gallon tax to be levied on all liquefied fuels under certain condi- 
tions. However, the present language of the refund provision does 
not carry out what we understand to be the objective of the committee, 
because the pattern of operations of some transit companies is different 
from others by reason of geography, topography, and _ political 
boundaries. 

For instance, in some areas, the right of refund is denied solely 
because of the physical layout of the operations. Examples of this 
are found in Los Angeles, Virginia, eastern Massachusetts, Connecti- 
cut, and the New York-New J ersey area. 

At the suggestion of Chairman Boggs of the subcommittee, these 
conditions were discussed with Mr. Leo Irwin, clerk, and Dr. J. W. 
Riddell of the committee’s technical staff. At the request of the latter 
gentlemen we prepared a technical memorandum which discusses in 
detail the deficiencies of the present language from the point of view 
of many of these transit companies. Our memorandum also contains 
our specific suggestions as to the changes in the language which would 
correct these deficiencies. A copy of this memorandum is appended 
hereto, and we respectfully urge your adoption of one of our proposed 
amendments. 

I should like to point out that on page 2 of this memorandum there 
is a somewhat detailed discussion concerning the Los Angeles area, the 
Virginia area, where one single transit company operates service in 
both the Richmond and Norfolk areas, each operation being entirely 
local in character, with no physical operation connecting the two. On 
page 2 there is a similar discussion concerning Boston. On page 3 
there is a discussion of the Connecticut situation. 

On page 4 the New Jersey and New York situation is discussed. 
On page 6 you will find our first proposal. I should like to address 
myself to that very briefly. 

The first proposal suggests that 75 percent of the mileage operated 
over fixed routes is within a commercial zone or zones. The critical 
point seems to be the question of whether a single zone or whether 
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more than one zone should be included in determining whether a given 
company is eligible for a refund. 

For example, in the city of Los Angeles, the Interstate Commerce 
Commission, the agency which has prescribed these zones, has divided 
that city into two zones, so the Los Angeles Transit Co., whose opera- 
tions are entirely within the city of i Angeles, would be denied 
relief under this bill because of this single-zone provision. I have 
already briefly alluded to the Virginia situation, where a like condi- 
tion is found. 

The CuartrMan. Does that complete your statement ? 

Mr. ANbeErson. Just one moment, please, sir. I would like to ad- 
dress myself to one other point. 

On page 7 of the memorandum we have suggested some qualifying 
language which we feel meets or overcomes the danger which seems to 
concern a great many people involved in this matter. In that par- 
ticular case we have provided that if any single route extends more 
than 10 miles beyond the limits of any commercial zone or if any 
single route or combination extending in one general direction 
through more than three contiguous or closely adjacent zones, that they 
shall not be permitted to use those as the basis for the computation of 
a refund. We feel that that overcomes the objection which was that 
in their operations in these large areas a bus company would accumu- 
late a great number of miles which under a 75-percent rule or even 
under a 95-percent rule they could use to operate what basically was 
intercity service over considerable distances. We feel that these sug- 
gestions overcome that problem. At least it points the way to a solu- 
tion of that problem. 

The other point I wanted to mention was that we are respectfully 


Fi, te that the committee give consideration to making the transit 
n 


industry eligible for refunds on tires and retread material. Certainly 
as a nonuser of the highways we feel that we are as entitled to that 
kind of an exemption or that type of relief as in the case of gasoline. 
That may suggest in the minds of some a problem concerning the 
question of administration or collection of such taxes. I merely call 
to your attention, as indicated on page 7 of my statement, that all 
transit companies are very strictly regulated. In about half the 
States they are subject to the jurisdiction of a State commission. In 
the other States they are subject to similar regulation under a munici- 
pal agency. In practically all cases they are also operating under the 
provisions of a local franchise ordinance. These regulatory agencies 
require our people to keep their books according to a certain classifi- 
cation of accounts, and those classifications of accounts involve the 
ee a great many detailed records, including any records that 
would be required to make these computations as to refunds either in 
the case of fuels or tires. 

Thank you very much. 

The CuatrmMan. Does that complete your statement ? 

Mr. ANnperson. Yes, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there questions? 

Mr. Simpson of Pennsylvania will inquire. 

73749—56——28 
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Mr. Smpson. Mr. Anderson, referring to page 2 toward the latter 
cer of your statement, and the situation in Virginia with respect to 

ichmond and Norfolk, it is my understanding that the bill as drawn 
would deny any exemption or refund to one owner of the bus service 
in Richmond and Norfolk because two different zones are involved. 

Mr. Anperson. That is right. Under our interpretation 

Mr. Suupson. If I understand further, it is your purpose to have 
the bill amended, if you can, to provide that the fact that one owner 
operating the buses in those two different zones should not bar a 
refund or exemption, as the case may be. 

Mr. Anverson. That is right. 

Mr. Stmpson. Thank you. 

The CuatrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

(The following letter was later received for the record :) 


AMERICAN TRANSIT ASSOCIATION, 
New York 17, N. Y., February 23, 1956. 
Mr. Leo H. Irwin, 
Clerk, Committee on Ways and Means, 
House of Representatives, 
Washington, D. C. 

DEAR Mr. Irwin: It has just been brought to our attention that the Interstate 
Commerce Commission has not had occasion to prescribe “municipal commercial 
zones” in the several Territories of the United States. In view of this fact, 
transit companies operating in these Territories whose operations are purely 
local in nature, under the present language of H. R. 9075 would not be entitled 
to the same relief from increased taxes on motor fuels that similar companies 
operating in the United States would receive. 

A case in point is that of Honolulu Rapid Transit Co., whose situation I 
understand Mr. Evan Howell, one of our attorneys, discussed with you earlier 
this week. He advises me that this problem as it relates to companies operating 
in Alaska had already been called to your attention. 

I assume that it would be the intention of your committee to afford the same 
relief to Honolulu Rapid Transit Co. and companies operating under similar 
conditions in other Territories as may be eventually afforded companies under 
similar conditions in the United States. 

My purpose in writing this letter is merely to respectfully urge the committee 
to give serious consideration to this matter. 

Sincerely yours, 
GEORGE W. ANDERSON. 
Executive Vice President. 


The Cuarrman. The next witness on the calendar is Mr. J. Anton 
Hagios. Is he here? 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF J. ANTON HAGIOS, VICE PRESIDENT, NATIONAL 
GOOD ROADS ASSOCIATION, NEWARK, N. J. 


Mr. Haatos. My name is J. Anton Hagios of Newark, N. J. Iam 
a vice president of the National Good Roads Association for which 
I speak here today. 

The National Good Roads Association is presently made up of 
executive directors of State good roads associations in such States 
as Colorado, Iowa, Minnesota, Missouri, Montana, Nebraska, New 
Jersey, New York, North Dakota, Ohio, Oregon, Texas, and Wis- 
consin. Organizations from other States are in the process of join- 
ing. The memberships of these affiliated organizations consist of 
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citizens of all walks of life, of chambers of commerce, of merchants 
and civic associations, of farm groups, service clubs, and of sustainin 
members, that is, business corporations not directly connected with 
highway work, such as banks, retailers, wholesalers, manufacturers, 
and so forth. Even though our State affiliates are partially business 
financed, we are primarily “civic” in character. We do not represent 
any “special interests”; we do not render any business services, and 
thus have no axes to grind on those scores. Even though we are not 
as strong in numbers, we believe we come closer to representing the 
public’s point of view on the pending highway legislation than any 
other organization which appeared before you at these hearings. 

It is our firm conviction that the last year’s defeat of the highway 
legislation was due not so much to the pressure of powerful special 
interests as it was to the almost complete absence of the collective and 

ually powerful voice of the rank and file of citizens across this land 
of ours. We also know that only the tax aspects and not the engi- 
neering provisions of the highway bill were defeated last summer. It 
has become obvious during the past several months that the critical 
highway problem confronting our Nation will not be solved by 
wishful thinking or bickering over details. Neither would action 
dictated by political a pe advance the best interests of the 
country—defensewise and economywise. 

The National Good Roads Association is for the highway program 
as outlined in H. R. 8836 (Fallon), because it is essentially the con- 
struction program recommended by the Lucius Clay committee. We 
are for it without any ifs and buts. We believe it to be a sound policy 
to charge the cost of such an expanded highway program to all high- 
way users who will benefit from the construction of modern, con- 
venient, and safe roads. There can be no doubt that the pay-as-you- 
go method of financing is sound, beyond question. 

We are for the Boggs bill, H. R. 9075, because we believe that it 
equitably distributes the necessary user taxes across the board, and we 
are pleased and thankful that Congress has seen fit, this time, to put 
this matter before this committee, which is where it belongs. 

We are not experts in Government finance and matters of taxation, 
and we have no way of knowing, gentlemen, whether you are right 
or whether the Secretary of the Treasury is right in the respective 
estimates of yield of the proposed highway user revenues, but the 
testimony presented before this committee during these hearings and 
the discussions pertaming thereto, by various members of the com- 
mittee, would seem to indicate that you are not very far apart. We 
hope and pray that Congress and the administration will get together 
on finding the necessary revenues, and in this connection we strongly 
agree with the statement, made last week by Mayor Taft of Cincinnati, 
that— 


this committee cannot discharge its responsibility for tax policy without supply- 
ing more revenue for roads or for other budgetary purposes left uncovered by 
this bill. 


We also agree with his further statement that— 


the money raised should certainly be put in a trust fund readily identifiable and 
not mixed up in budget balaneing. 


True to the old Taft tradition of facting up to realities Mr. Taft laid it 
right on the line. 
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We know from close contact with our own members that whatever 
sources of highway revenue you finally tap, you will have the unques- 
tioned support of large segments of the motoring public. Let me 
cite just two cases in support of that statement: In northern New 
Jersey, where I live, the citizens of that part of the Greater New York 
metropolitan area, and literally millions of others along the Atlantic 
seaboard, willingly pay the equivalent of 60 cents a gallon gas tax 
for the privilege of driving on the north section of the convenient, 
high-speed and safe New Jersey Turnpike. 

Second, in my travels around the country I have made it a point 
every time I drive up to a pump to ask the gas-station attendant what 
the gas tax is in his State. I invariably get the answer, but I also 
get this comment along with it: “You are just about the first fellow 
who ever asked me that question. Most people just say ‘fill ’er up’ 
or ‘gimme two bucks’ worth of high test.’” This surely indicates that 
the motoring public will go for reasonable increases in gas and other 
highway user taxes just so long as they are assured that these levies 
will go toward construction and maintnance of better highways. 

The time for dilly-dallying and the “yes—but” argument is past. 
Either we are going to get a highway program or we are not. It de- 
pends on the willingness of all parties to this issue to submerge what, 
In our opinion, are nothing more than minor differences. 

The need for adequate highways is unchallenged. As good citizens 
we owe it to our country, to the public interest, and to the national 
defense to support you gentlemen in Congress to provide, at this ses- 
sion, a highway program that is well conceived, soundly financed, and 
adequate for years to come. Let me repeat, there comes a time when 
we must close ranks and act. That timeisnow. Let us remember the 
war-born phrase “too little and too late.” We have done too little and 


we are almost too late in providing adequate highways, and so we say, 
let’s get on with the job. ft 
Thank you, gentlemen of this committee, for ae me to pre- 


sent at this hearing today the position of the National Good Roads 
Association on this important piece of legislation. 

The CuarrMan. Does that complete your statement ? 

Mr. Hacios. That completes my statement. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Reed of New York will inquire. 

Mr. Reep. I just want to congratulate you, sir, on a very fine state- 
ment. 

The Cnarrman. Is there anything further ? 

We thank you sir. 

The committee will now stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:30 a. m., the committee was recessed, to recon- 
vene at 10 a. m., Tuesday, February 21, 1956.) 
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TUESDAY, FEBRUARY 21, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MFans, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main 
hearing room of the House Committee on Ways and Means, Hon. 
Jere Cooper (chairman) presiding. 

The CHarrMan. The committee will please be in order. 

Allow the chairman to make this statement. 

Today is the final day of public hearings to be held by the com- 
mittee on H. R. 9075, the Highw way Revenue Act of 1956. At the con- 
clusion of the call of ‘today’ s ‘calendar, we will have received testimony 
from all the witnesses who requested to be heard on this legislation. 

When the committee adjourns today, it will meet again at 10 o’clock 
tomorrow morning, Wednesday, in executive session, to begin consider- 
ation of the bill, H. R. 9075. 

Persons desiring to submit material for the record may have until 
Saturday, February 25, to do so. However, in view of the scheduled 
time for the beginning "of the executive session, it would be desirable 
for such material to be submitted at the earliest ‘possible time. 

The material submitted within the time specified will be included 
in the record of the hearings. 

The first witness appearing on the calendar today is Hon. Russell 
V. Mack. Is Mr. Mack present? 

Come forward, please, sir. We are very glad to see you, Mr. 
Mack. We know you very pleasantly and are delighted that you are 
back with us after your recent illness. We will ask you to follow 
the usual custom. 

Please give your name, address, and the capacity in which you 
appear. 


STATEMENT OF HON. RUSSELL V. MACK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Mack. My name is Russell V. Mack, and I am the Representa- 
tive in Congress from the Third District in the State of Washington. 

I thank you, Mr. Chairman, for this opportunity of appearing before 
the committee on this important piece of legislation. I have prepared 
a rather lengthy statement, but in order to conserve the time of the 
committee, I will speak orally and then submit the statement. 

I am a member of the Public Works Committee, and last year we 
considered this legislation in great detail, including the tax feature. 
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It was my conviction at that time that the program should be financed, 
as the President outlined, by a bond issue, 

I still believe in the bond issue plan. However, I realize, as a 
practical matter, that it is going to be necessary, probably, to impose 
taxes, and I will vote for any reasonable and fair taxes that are 
imposed to bring about the important problem of constructing the 
highways of this Nation. 

I wish to discuss today only two phases of the bill. The first phase 
of the bill is to ask an exemption for the industrial nonusers of the 
highways as _ to the gas tax and to the tire tax. The district which 
I represent is the second largest district in the United States in the 
operation of lumbering activity. 

The logging industry operates, believe it or not, about 30,000 miles 
of privately owned roads over which it operates its trucks. The opera- 
tions are in three phases. A logging company will build a railroad 
from a river or a bay into the forest—10 miles, 25 miles, 50 miles. 

Then the logging trucks operate from the railroad head back into 
the forest, and haul the logs from the interior of the forests down to 
the railroad head, where they are loaded on the freight cars and taken 
down to the mills or to the waterways on which they are towed to the 
industrial plants. 

Logging trucks in these operations do not use the public highways 
at all. Therefore, in my opinion, they should be exempted from these 
special taxes imposed in this bill. 

The second operation is an operation in the logging industry where 
they use the public highways to some extent, but also use their — 
roads. They will use the private roads 25 percent, 50 percent, 75 per- 
cent, and the public roads only the remainder of the distance. 

I think they should be exempted, as they are in the State taxes of 
some of the Western States, from the gasoline taxes. 

The third operation relates to the lumber mills themselves. In 
moving this rather bulky cargo of lumber about the mill yards and 
to the docks and back into the loading platforms of the railroads, 
they move entirely over their own property. Ninety percent of these 
vehicles are never on the public highways at all. Therefore, in my 
opinion they should be exempted from the gasoline and the tire taxes. 

Representatives of the industry tell me that this bill, enforced in 
its present form, would cost the industry approximately $12 million 
a year. The industry does not ask an exemption from the increase 
from 8 to 10 cents on the truck taxes, and that would represent #4 
million, that increase. 

They do ask exemption for the nonhighway use of their vehicles 
which would involve a cost of about $8 million per year to the industry. 

The second phase of the bill which I desire to discuss is the tax on 
camelback. When the original bill was presented last year, the first 
bill as proposed last year, it proposed the tax which was the equivalent 
of $1 a pound on camelback. Then we secured a reduction in that 
to 15 cents a pound on camelback. 

The bill now before the committee proposes a 3-cent tax on camel- 
back which while a small tax, is still, I think, undesirable inasmuch 
as the retreading industry, which is the sole user of the camelback, 
consists of 10,000 small-business men, very small-business men, mostly 
in small communities. 
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This tax would take away from them about $10 million a year. I 
think these small businesses should be exempted from this tax. Rub- 
ber is an important industrial commodity, and quite often a very 
scarce commodity. Therefore, I think we should encourage the re- 
treading and recapping of tires, rather than discourage it. 

For that reason I think that the recapping material should not be 
taxed in this bill. If it is necessary to secure additional funds to make 
up for the small loss that will occur in the logging industry if they 
are exempt, and to the camelback if that is exempted, taxes might be 
increased on new tires or placed in some other place. 

Of course, in addition to the logging industry, the other industries 
to be affected would probably be the mining of iron and the mining of 
coal. Asa member of the Public Works Committee, I was one of those 
who inspected the Mesabi Range. I saw the trucks there operating 
entirely from the pit to the railroad cars, or from the pit to the rock 
crushers, and their trucks were never at any time on public highways, 
and like this, they should be exempted. 

The amount of exemption, the total cost to the Government of the 
exemption of the ore and mining of coal may be far less. 

Mr. Chairman, I ask permission to submit a formal statement in con- 
nection with this. 

The CuHarrman. Without objection, that may be received. 

Does that complete your appearance ? 

Mr. Mack. Yes. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

(Mr. Mack’s statement is as follows :) 


STATEMENT OF Hon. RuSSELL V. MAckK on H. R. 9075 


The House Public Works Committee of which I am a member has before it a 
bill for a national highway program which would provide a greatly expanded 
interstate highway system. 

Your committee is now engaged in considering a bill to finance this expanded 
road-construction program on the theory that the additional tax burdens needed 
to pay for these additional highways should fall largely upon those who use the 
highways and who benefit most directly from improvement of the interstate 
highway system. 

The bill under consideration by the Ways and Means Committee would extend 
for 15 years the present taxes on gasoline, diesel and special motor fuels, tires, 
and on new trucks, trailers, and buses. It would also provide additional revenue 
through increased rates on those items and a new tax on tread rubber. 

These taxes would seem to fit the theory of letting the user pay for the high- 
ways, but there is an important deficiency. As proposed, the taxes apply to pur- 
chasers of these items who do not use the public-road system, or use it to a very 
limited extent, and would receive little or no benefit from the expanded Interstafe 
System. 

The Third Washington District which I represent in Congress is as large in 
area as the two States of Massachusetts and Rhode Island combined. My dis- 
trict, except for one in Oregon, has more standing timber within its borders than 
any other congressional district in the United States. I, therefore, naturally, 
am well acquainted with the practices and problems of the lumbering industry, 
and can equally speak as an expert on forest industry problems. 

There are three types of forest-product operation in which motor vehicles of 
industry do not use public highways at all or use them very little. 

Operation No. 1: Logging companies often build logging railroads from a river 
or a bay, 10, 25, or 50 miles into the forest. Motorized logging trucks that burn 
gasoline or diesel fuel and use highway type of tires operate from railheads in 
the forest back into the forest to haul logs. These trucks transport logs from 
the forest to the forest railhead over logging roads, built and maintained by the 
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private logger and not by the public. The logs are transferred from the trucks 
to railroad cars which then haul the logs to a waterway ready for preparations 
to towage to the mills. At no time are such logging trucks ever on any public 
highway. 

Operation No. 2 is one where the logger uses his own roads for 25 to 75 percent 
of the haul distanced and travels on the public highways the remaining part of 
the haul. In such cases it seems to me fair that the logger should pay a tire 
and rubber tax only on that percentage of his haul that is over public roads. 

Operation No. 3 is connected with lumber mills. Nearly all mills of any size 
nowadays employ motorized carriers that consume gas or diesel fuel and operate 
on rubber tires, to transport lumber from one place in a milling operation to 
another. I am certain that 90 percent of their motorized carriers never leave the 
private properties ef the milling company. These carriers usually do not use the 
highways at all and therefore the owners of this equipment should not be taxed 
on tires and on gasoline or diesel fuel to help pay for highways that this type 
of vehicle, in nearly all cases, never do or ever will use. 

It seems proper to me that adequate and equitable provision be made for 
exempting those consumers of gasoline, tires, rubber, and other fuel who are not 
such beneficiaries of the enlarged highway program. This exemption should be 
clearly expressed in the legislation now under consideration, with adequate 
ee authority in the Treasury Department to apply it and see that it is not 

used. 

In the vast forest industries which are important not only in the Pacific 
Northwest, but a major industry in many other regions of the United States, 
many thousands of motor vehicles owned and operated by these industries do 
not operate upon, or operate only to a very minor degree, upon publicly financed 
highways or those subsidized by Federal appropriations. These industries oper- 
ate on millions of acres of their own lands over which roads have been construeted 
with their own funds. In addition, they have built and paid for thousands of 
miles of permanent-type roads on federally owned lands on which they were 
harvesting timber, which upon completion of their contracts they turn over to 
the Federal Government as service roads. In the past 10 years more than 11,000 
miles of these permanent-type roads have been built by private operators on the 
national forests alone. 

In addition to these permanent-type roads, which cost an average of about 
$10,000 a mile, loggers in the West build an average of 1 mile of temporary 
hauling road for every million feet of timber they cut. Approximately 7,000 
miles of such roads were built on the national forests last year and the total 
construction of such roads on both public and private lands would probably 
amount to 30,000 miles a year. Loggers also pay the repair and maintenance 
eosts on more than 11,000 miles of previously built permanent-type access roads 
on Federal lands which they use. 

When the tremendous cost to the logging industry of building and maintaining 
its own roads is considered, the inequity of imposing additional taxes on fuel 
and tires they use to pay for the building of highways they do not use is 
obvious. Any highway user tax should provide a clear-cut exemption for the 
fuel and tires used by the logging and lumber industries, as well as other indus- 
tries similarly situated. Such an exemption can be provided simply and prac- 
tically from an administrative standpoint, by providing a refund of the taxes 
paid on fuel and rubber used off the highway. 

The bill now provides for such refunds for fuels used in boats, airplanes, and 
otherwise for use in other than a highway vehicle. Those provisions could 
be extended to permit refunds for extensive off highway use of fuels and rubber 
in highway-type vehicles based on records maintained by the user, on the same 
basis as the recently passed legislation which relieved the farmer of the taxes 
on fuel used on the farm for farming purposes, or on some basis similar to the 
provision for local public transportation which establishes a percentage basis 
for the determination of eligibility for refund. 

Representatives of the forest products industry estimate that the extra taxes 
on gasoline, diesel fuel, and tires in this bill (H. R. 9075), as now written, will 
impose additional taxes of about $8 million a year upon that industry. If the 
exemptions I propose are granted, it is expected, that their extra taxes will be 
reduced by 50 percent. In short, in the opinion of the industry, the loss in 
revenue, from the bill as now written, would be about $4 million. 

The coal and mining industries, in a similar way but to a much lesser amount, 
would be affected if off highway users are exempted from the tax in this bill. 
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As a member of the Public Works Committee I visited, while studying the 
St. Lawrence project, the iron ore operations of the Mesabi Range. I observed 
that most of the trucks used in these mining operations traveled directly from 
the ore pits to the railroad siding or from the pits to rockcrushers and that all 
of these trucking.operations were over privately built and maintained roads 
and never on public highways. The operators of these trucks should be ex- 
empted, of course, from taxes levied to finance the building of highways. 

The coal people have a similar problem. I am told by the leaders in that 
industry that the Government will collect about $800,000 a year in new and 
additional taxes on nonhighway vehicles of the coal-mining industry, vehicles 
that never get onto any public highway, under this bill as now written. Ob- 
viously the coal producers should be exempted from these highway taxes on 
those vehicles which never use public highways. 


TAX ON CAMELBACK OPPOSED 


Mr. Chairman, there is one other phase of this bill I would like to discuss. 
This is the proposed tax of 3 cents a pound on camelback, the retread material. 

During the consideration of a highway bill last year, much time was devoted 
to studying taxing camelback. 

It*was first proposed that a tax the equivalent of $1 a pound be levied on 
camelback. Some of us felt that such a tax would be exorbitantly and ab- 
surdly high. We fought the $1 a pound proposal and before the final bill was 
approved in committee secured a reduction in this proposed camelback tax to 
15 cents a pound. I felt then that even the 15 cents a pound tax on camelback 
was too high. The proposed tax in this bill of 3 cents a pound on cameback is 
better—much better. 

However, I do not feel that camelback should be taxed at all. 

The recapping or tire industry is a service business just as is the resoling 
of shoes. It is mostly a matter of labor not of material. The 10,000 recappers 
in the Nation, for the most part, are small-business men, very small-business 
men, Any added tax placed upon these very small-business men will just make 
it a little bit harder for them to stay in business. 

The total amount of revenue to be derived from a 3 cents a pound tax on 
camelback is not large. The small additional amount of revenue to be pro- 
duced by a tax on camelback will not be greatly missed by the Government, 
but it will be a heavy burden on the 10,000 small-business men who operate the 
Nation’s recapping tire shops. 

Furthermore, I feel Congress should encourage rather than discourage tire 
recapping. Rubber always is a vital material and at some times a very scarce 
commodity. The recapping of old tires conserves tire material. Conservation 
of rubber is worth encouraging. 


The Cuarrman. Any questions? 

Mr. Holmes of Washington will inquire. 

Mr. Hotmes. Congressman Mack, [ listened with interest to what 
you had to say concerning the three propositions you brought up in 
your discussion before the committee. 

I want to ask you flatly, in the Fallon bill of last year, were these 
off-highway vehicles’ tires, exempt from taxation ? 

Mr. Mack. They were exempted from taxation in the Fallon bill 
that was submited on the floor of the House. 

Mr. Hoitmes. Thank you very much. 

The CHarmman. We thank you for your appearance, Mr. Mack, and 
the information given the committee. 

Bn next witness is Mr. Otis H. Ellis. Come forward, please, Mr. 
is. 

Mr. Ellis, will you please give your name, your address, and the 
capacity in which you appear ? 
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STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL OIL 
JOBBERS COUNCIL 


Mr. Exits. Yes, Mr. Chairman. 

My name is Otis H. Ellis. I am engaged in the general practice of 
law in Washington, D. C., and maintain offices at 1001 Connecticut 
Avenue. I am appearing here today on behalf of the National Oil 
Jobbers Council in my capacity as general counsel for that organiza- 
tion. 

I might add for the benefit of the members of the committee who 
have seen me appear before, that on this occasion I am going to try 
to stick to the text and maybe not do any arm-waving, as I probably 
previously have. I find that I hold the time down when I stick to the 

aper. 
The National Oil Jobbers Council is a trade group composed of 
27 State and regional associations of independent jobbers and dis- 
tributors of petroleum products. These 27 associations, covering 32 
States, represent approximately 12,000 of the 15,000 petroleum job- 
bers and distributors in the United States. 

It is possible that some members of the committee are not familiar 
with the functional operation of an independent jobber of petroleum 
products, and it might be well to define, or clarify this operation. 

An oil jobber is a marketer of petroleum products, engaged in 
wholesale distribution of gasoline to service stations, as well as the 
distribution of gasoline in bulk quantities to commercial consumers 
and farmers. In addition, jobbers distribute fuel oil to homeowners 
and commercial consumers, 

Some jobbers own and operate retail service stations; others own 
and lease retail service stations to independent dealers. A number of 
jobbers also engage in the sale and distribution of tires and tubes, 
and maintain retread facilities in their retail outlets. 

The terms “jobber” and “distributor” are often used synonymously 

in industry nomenclature. The word “independent,” as it oe to 
a jobber, means that he owns his own bulk plant, trucks, and other 
facilities necessary to distribute petroleum products, and is not a 
subsidiary of or financially controlled by a so-called major oil com- 
‘pany. 
, Independent jobbers and dealers—or peddlers—distribute approxi- 
mately 80 percent of the household burning oils consumed in this 
country. Jobbers and commission distributors sell to service stations 
approximately 40 percent of their total gasoline supplies. 

We estimate that approximately 45 percent of the gasoline used by 
farmers is sold by independent jobbers. The percentage of jobber 
distribution of residual oil is unavailable. However, it is definitely 
known that well over 50 percent of the imported residual oil is mar- 
keted by jobbers. 

I go into this detail in order to point out to the committee the extent 
of participation in the marketing segment of the petroleum industry 
by the independent jobber. 

From a business standpoint, the bill before you at this time affects 
the jobber in two respects: First, it will increase his operating costs 
and, second, it will impose upon the jobber additional requirements 
for capital in order to finance the increased costs of his inventory and 
credit sales of motor fuels and tires. 





HIGHWAY REVENUE ACT OF 1956 437 


Presumably, the increased taxes proposed in this bill, together with 
those already imposed, are intended to finance the Federal Govern- 
ment’s contributions toward the construction of an Interstate System 
of highways. 

While the council that I represent recognizes the need for better 
highways in many sections of our country, it vigorously opposed the 
so-called Fallon bill, which was before Congress last year. Since that 
time, the council adopted a position as to toll roads and an Interstate 
System of highways, and stated its viewpoints with reference to the 
Federal Government taxing motor fuels and other petroleum products. 

The council’s position is included as exhibit I to this statement. I 
would like you gentlemen to look at that exhibit. 

The CuatrMan. Without objection, it will be included in the record. 

(The exhibit referred to is as follows :) 


Exuisit I To THE STATEMENT OF Ottis H. ELLIs on H. R. 9075 


1. We are opposed to toll roads of all kinds. 

2. We strongly oppose any further increase in the Federal tax on gasoline 
and other motor fuels. 

3. We adhere to our traditional position that the Federal Government with- 
draw from the field of gasoline taxation and leave it to the States. 

4. However, if the present Federal taxes on gasoline and other petroleum 
products are continued in spite of the above recommendation, and if the highway 
users are to be saddled with the entire cost of the interstate program, then we 
advocate that the Federal Government use all of the revenues which it is col- 
lecting from other Federal automotive taxes as well as from motor-fuel taxes 
to finance the highway program before any consideration is given to adding 
new taxes. 

5. No commercial enterprise or activity publicly or privately operated shall be 
allowed on any limited access highway. Access, however, will be provided to 
service areas or roads where private enterprises will be available to compete for 
the business. 

6. The time limit for completing the Interstate System should be governed by— 

(a) the ability of the road construction industry to construct this system 
under competitive conditions, and 

(6b) the ability of the Federal and State governments to finance the pro- 
gram under sound economic practices. 

7. The Interstate System should be subject to continuous review in the light 
of any changing conditions or circumstances, so as to permit rerouting or changes 
that might be made necessary in order to attain the general objectives of the 
program. 


Mr. Exits. It should be borne in mind that at the time this posi- 
tion was taken by the council, it did not have before it any particular 
bill providing for an interstate system or the means of providing the 
revenue for building such a system. It will be noted in paragraph 
2 of the exhibit, the council opposes any further increase in the Federal 
tax on gasoline and other motor fuels. 

It will be further noted, in paragraph 4, that— 
however, if the present Federal taxes on gasoline and other petroleum products 
are continued, in spite of the above recommendation, and if the highway users 
are to be saddled with the entire cost of the interstate program, then we advocate 
that the Federal Government use all of the revenues which it is collecting from 
other Federal automotive taxes as well as from motor-fuel taxes to finance the 
highway program before any consideration is given to adding new taxes. 

_ Since the Congress has not, as yet, passed a bill providing for an 
interstate system of highways, I find that I am not in a position to 
say whether the additional taxes provided for in this bill are necessary 
or not. In brief, until the bill for establishing the interstate system 
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is passed, setting forth the amounts which are to be spent, or there 
are indications that it may be passed, I can only state that the council 
opposes further increases in the Federal automotive taxes. 

In the statement made by Congressman Boggs at the time this bill 
was introduced, I notice that— 


This legislation will set aside for highway purposes all of the revenue now 
derived from gasoline, diesel fuel, special. motor fuels and tires and innertubes. 

This certainly reflects a refreshing change from some of the previous 
attitudes which seemed to ignore the fact that the highway user was 
already paying substantial revenues into the Federal Treasury. I do 
not find, however, that the Federal taxes imposed on automotive users, 
as proposed by the bill, is earmarked for highway purposes, nor do 
I find any provision for decreasing these taxes in the event that the 
total amount collected is more than is necessary for Federal contribu- 
tions to highways. 

I do not deem it expedient at this stage of progress of this particular 
bill to belabor the committee with all of the detailed arguments which 
the jobber would offer in opposition to the proposed tax ‘increases. 
Most of these arguments are familiar to the committee as a result of 
the debates last year on the Fallon bill. I am confining my principal 
plea to this committee to the proposition that the added strain imposed 
on the independent jobber by way of additional capital requirements 
could well be the straw that breaks the back of the jobber’s camel. 

As you know, the Federal tax on gasoline at the present time is 
imposed at the time of sale by the “producer.” As a result of im- 
posing the tax at this level, the independent jobber must not only 
pay the purchase price for the gasoline but, in addition, must pay 
the Federal tax as well. 

The jobber cannot recover the Federal tax until he is paid by those 
who purchase from him. During the process of storing, transporting, 
and delivering motor fuels to his customers, the jobber has losses by 
way of evaporation and spillage which he can never recover. 

I should like to point out that the losses are not only losses for the 
purchase price of the gasoline by itself, but the jobber sees Federal 
tax money evaporate which he can never recover. 

This factor alone should be reason enough to differentiate the 
tax treatment of gasoline from that of other commodities which are 
taxed at the manufacturer’s level. In the case of credit sales, par- 
ticularly to farmers, the jobber has a substantial portion of his capital 
constantly tied up in Federal taxes. 

The same situation applies to the jobber’s bulk inventory of gaso- 
line. While the proposed tax increase on gasoline of 1 cent per 
gallon does not sound like much, it is another serious strain on the 
jobber’s capital. Lack of capital, in my judgment, is the worst 
problem facing the independent jobber today, and I might interpolate 
further and say that it is my humble judgment that lack of capital 
today is the worst problem facing every small-business man in this 
country who is called upon to compete in the competitive arena with 
what some choose to call big business. 

The jobber’s cost of doing business, and the tax load that he cur- 
rently carries, has brought him to the point that he is no longer 
able to obtain the capital necessary to grow commensurate with 
growth in demand for petroleum products. In brief, the jobber is 
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relatively standing still while his major company competitor marches 
on. 
Most of the gasoline that jobbers sell to farmers is sold on credit. 
With the farm situation such as it is today, the jobber is not in a posi- 
tion, capitalwise, to be as lenient with credit to this category of busi- 
ness as he has been in the past. 

Interpolating further at that point, I don’t think I have to tell this 
committee about the farm situation. You have already shown your 
recognition of that situation in a bill previously passed which pro- 
vides for refund to farmers for the taxes paid on gasoline which is 
used for specified farm uses, and I want to also thank this committee 
for making it possible for the jobber not to have to process those 
refund certificates. Had you done so, Lord knows we would have 
been processing refund certificates and would have had no time left 
to sell the commodity. 

These are but a few of the reasons for the jobbers asking this 
committee to change the level of imposing the Federal gasoline tax 
from the producer to the time of sale by the wholesale distributor. 
It is our request that you amend H. R. 9075 by adding thereto, at 
appropriate places, the necessary language to effect this change. 

Attached to this statement is some suggested language for effecting 
the change, although additional language will be required so that 
the suggested change will conform with this bill and the code. 

Interpolating, I refer to exhibit II which is attached to my prepared 
stamment. 

The majority of the States impose their taxes on gasoline at the 
time the jobber or wholesale distributor sells it. These States main- 
tain constant vigilance over the jobbers records to insure that all 
taxes due are properly paid. 

If the Federal levy was imposed at the same level, the Internal 
Revenue Department would have the benefit of State policing and 
the jobbers gasoline tax returns, both to the State and the Federal 
Government, would be much simpler and certainly less drain on the 
jobber’s capital. 

While this plan represents something new in the Federal taxation 
of gasoline, it is not without precedent. This committee will recall 
that the tax imposed on diesel fuel is now leveled at the time of sale 
to highway users and is not imposed on the producer. I am aware 
of the objections which would be made by the Internal Revenue 
Department, since this would mean collecting the gasoline tax from 
approximately 15,000 people, as contrasted to a few hundred, as it 
is now. 

However, I am of the opinion that such additional inconvenience 
as would be imposed on the Department by this change would be far 
overbalanced by the advantages to this group of small-business men. 
It appears that the small-business man Suledien to that category that 


is always being promised af) but somehow never gets it at the right 


time or in the right manner, if at all. 

Mind you, the change which we proposed would produce sub- 
stantially the same amount of revenue provided for in the bill. The 
jobber is asking for no consideration by way of subsidy—he is merely 
asking to be placed in the same position that his major company com- 
petitor now enjoys insofar as gasoline taxes are concerned. 
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As a matter of fact, the jobber is not at this time asking that the 
Federal Government allow him a percentage for the handling of this 
tax such as many of the States now allow. Even this request will 
still leave the jobber in the position of being Uncle Sam’s unpaid tax 
collector. 

The Cuatrman. Does that complete your statement? 

Mr. Exuis. Yes; it does. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Any questions ? 

Mr. Byrnes. Mr. Chairman—— 

The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Are you familiar with the representations made to 
this committee by the independent tire dealers in connection with the 
tax on tires and their competition with the manufacturers who have 
their own retail outlets? 

Mr. Exuis. I did not hear that presentation, but I have heard the 
presentation over many years, and I assume it was the same. 

Mr. Byrnes. As I gather, your problem is very similar to theirs. 

Mr. Extis. It is similar in a general respect; yes. The only dif- 
ference is that the tire dealer who faces the problem of financing 
an inventory on which he has paid taxes does not evaporate, and it 
does not spill, but the commodity I am talking about Sok 

I would further like to point out that many of my jobbers fall in the 
category of the people you are asking about. 

Mr. Sotieds Is your emphasis here on the spillage and the fact 
that you would pay the tax on gas that you never sell, or is your 
argument primarily on the ground that you have to pay in advance 


and, therefore, need additional capital to om this tax much longer 
i 


than some of your competitors do who deal directly from the main 
producer to the retail outlet, or to the filling station ? 

Mr. Exuis. Mr. Byrnes, I think our problem is the capital aspect 
primarily. Let us say you did something with the tax that affected the 
producer or our major competitors more. That is not going to help 
us too much unless we are allowed to gain a better capital improve- 
ment. That is where we are really involved. 

Mr. Byrnes. That is what I thought. 

Mr. Exits. The reason I pointed out the differentiation on the evap- 
oration and spillage is this: I know that the trend with this Congress 
is toward taxing at the manufacturers’ level. 

I recognize that and I recognize why, but I wanted to point out that 
the product we are dealing with, I think, should be given different 
consideration to some of these other commodities that are taxed at 
the manufacturers’ level for the reason that ours is not all there at the 
time we get oer to sell it, even though we pay the tax on it. 

Mr. Byrnes. Thank you. 

The Cuatrrman. We thank you for your appearance, Mr. Ellis, and 
the information given the committee. 

Your exhibit II will be included in the record. 

(Exhibit IT is as follows:) 
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Exuusit II ro THE STATEMENT OF OrT1s H. Exvis on H. R. 9075 


PROPOSED AMENDMENT TO IMPOSE THE GASOLINE TAX AT THE WHOLESALE DISTRIBUTOR 
LEVEL 


H. R. 9075 should be amended at the appropriate place by inserting the following 
new subsections : 

“(1) Section 4082 (a) of such code (relating to definition of producer) is 
hereby amended by striking out ‘or blended’ and inserting in lieu thereof ‘blender, 
or wholesale distributor.’ 

“(2) Section 4082 of such code is hereby amended by adding at the end thereof 
a new subsection as follows: 

“*(d) WHOLESALE DistrIsutor.—As used in this subpart, the term “wholesale 
distributor” includes a jobber, consignee, distributor, or commission agent, or any 
person selling gasoline to retailers or users who purchase in bulk quantities for 
delivery into bulk storage tanks.’ ” 

The language necessary to make the above amendments conform could then 
be made to the code and/or H. R. 9075. 


The CHarman. The next witness is Mr. Burge M. Seymour. Is 
Mr. Seymour here? 

Come forward, please. Will you please give your name, address, 
and the capacity in which you appear, for the record ? 


STATEMENT OF BURGE M. SEYMOUR, PRESIDENT, INDEPENDENT 
ADVISORY COMMITTEE TO THE TRUCKING INDUSTRY 


Mr. Seymour. B. M. Seymour, 380 Madison Avenue, New York 
City, president of the Associated Transport and president of the 
Independent Advisory Committee to the Trucking Industry. 

Shall I proceed, Mr. Chairman ? 

The Cuarmrman. Go ahead, please, sir. 

Mr. Seymour. I appear here today in my enpeniey of president of 


the Independent Advisory Committee to the Trucking Industry, a 
labor-management group commonly called ACT. Cochairmen in- 
clude’ Mr. Dave Beck who, as general president of the International 
Brotherhood of Teamsters, represents the principal labor component 
of the trucking industry; Mr. Walter F. Carey, board chairman of the 
American Trucking Associations Foundation, who also is an important 
truck operator; and Mr. Roy Freuhauf, a leading manufacturer, who 
is aaners of the Fruehauf Trailer Co.; and myself, as I previously 
stated. 

I am president of the Associated Transport, operators of 4,200 trucks. 
Although my company is not a big company as big companies go in 
revenues, it is the largest truck common carrier in America. 

The ACT committee was possibly the first organization to whole- 
heartedly accept the President’s highway construction proposals when 
they were made to the governors conference at Lake George, N. Y.., 
2 years ago. Following up that line of active support, Mr. Beck was 
one of the five members of President Eisenhower’s committee which 
made the basic recommendation for a modern road program upon 
which the current legislation, including the bill before this committee, 
is derived. 

We give our full support to H. R. 9075 as it is now written. With 
your permission, I would like to submit the remainder of my formal 
statement for the record and speak to you just for a few moments as 
a truck operator. 

The Cuarrman. Without objection, that will be done. 

(Mr. Seymour’s statement is as follows :) 
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STATEMENT OF BurcE M. Seymour, REPRESENTING THE INDEPENDENT ADVISORY 
COMMITTEE TO THE TRUCKING INDUSTRY, INC., IN RE HEAR” 5 ON H. R. 9075, 
HigHWAY REVENUE ACT OF 1956 


Mr. Chairman and gentlemen, I appear here today in my capacity of president 
of the Independent Advisory Committee to the Trucking Industry, a labor- 
management group commonly called ACT. Cochairmen include Mr. Dave Beck, 
who, as general president of the International Brotherhood of Teamsters repre- 
sents the principal labor component of the trucking industry; Mr. Walter F. 
Carey, board chairman of the American Trucking Associations Foundation, who 
also is an important truck operator; and Mr. Roy Fruehauf, a leading manu- 
facturer, who is president of the Fruehauf Trailer Co., I, myself, am a truck 
operator as president of Associated Transport. 

The ACT Committee was possibly the first organization to wholeheartedly 
accept the President’s highway construction proposals when they were made to 
the Governors’ Conference at Lake George, N. Y., 2 years ago. Following up 
that line of active support, Mr. Beck was one of the five members of President 
Eisenhower’s committee which made the basic recommendations for a modern 
road program upon which the current legislation, including the bill before this 
committee, is derived. 

As a matter of fact, the ACT Committee wholeheartedly supported the initial 
proposals to finance the program by a bond issue. When this was not accepted 
this committee indicated formally that it would support any equitable compro- 
mise that would bring about the desired result; namely, the construction of 
highways as contemplated. 

Trucking industry labor, owners, and manufacturers are in complete agree- 
ment that the national economy and welfare require a vastly improved road 
network in this country. Emphasis has been placed upon the urgency from 
a defense standpoint. We feel strongly that it is unrealistic to differentiate 
between what is needed for defense—that is, in the event of a bombing attack 
or invasion—and what is needed for current and prospective functioning of our 
economy. Thousands of communities important both in defense and nondefense 
work are served only by trucks. Further, everyone here must realize that the 
transportation of goods of all kinds by truck is growing progressively and rapidly 
and will continue to do so inevitably so long as our country prospers and advances. 

I want to be very frank with you gentlemen as to how we view this bill. 
We are impatient with those opponents of the bill who want trucks to pay a 
higher rate of tax than other highway users such as passenger cars. By any 
reasonable standard, trucks have always paid their share and do so now. We 
no longer hear many suggestions to the effect that trucks break up the roads. 
The false arguments along this line have been completely dispelled by actual 
road tests. Trucks running 4 miles on a gallon of gas as against, say, 15 miles 
for an average passenger car now pay that much more in taxes for the use of 
the same road. The tire taxes, being based upon size, also take much more from 
the truck proportionately than from the passenger car. And so today the truck- 
ing industry, which has been and is paying its fair share for the roads, is faced 
in this bill with an enlargement of the money demands upon it to finance the 
roads. 

I have read a good deal of misleading propaganda put out by the opponents 
of this legislation. These opponents are shortsighted and unrealistic. They are 
opposing a bill which would increase the taxes of the average passenger car 
owner not more that $1 a year over the taxes proposed in the Fallon bill of 
last year which this same group approved. Under the Boggs bill, the average 
passenzer car increase in taxes will amount to about 50 cents a month over the 
present taxes. I do not believe that the people opposing this bill truly support 
those whom they are supposed to represent. The millions of passenger car 
owners in this country cannot be short-sighted as to seriously oppose an essen- 
tial roadbuilding program which will cost them so little when spread around. I 
drive my own car frequently in the course of my business and I am sure it is 
unrealistic to say that any large number of passenger cars today are used 
entirely for pleasure. Opponents of this bill should realize that automobiles have 
long ago passed out of the luxury class. There is no longer any real distinction 
from a commercial or a business standpoint because of the use of trucks and 
the use of automobiles. The only distinction is in the appearance of the vehicles, 
and the fact that trucks, being heavier and consuming more fuel per mile, pay 
more taxes, and would continue to do so under the bill being considered. 
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Taking all factors into consideration, principally the urgent national need 
for the road program, our attitude is that we are prepared to accept the increased 
tax proposals in the bill, despite the fact that trucks will then be paying even 
higher in proportion to other road users as they are now. We hope you will 
reject as too inequitable and costly to administrate suggestions that trucks be 
taxed at a higher rate than other road users for gasoline and tires. 

Remember that truck trailers will pay upward of $330 in additional annual 
tax increases under the Boggs’ bill proposals. This is even a greater proportion 
than present taxes. 

We hope that this committee will act promptly and favorably on this bill in 
order that work may commence promptly on these vital roads. 

Mr. Seyrmovr. I am one of thousands of American citizens who are 
proud to be truck a and proud of the service we have rendered 
the American people in both peace and war. 

Yesterday we were accused, in effect, of being free-loading para- 
sites. This charge was made by the spokesmen for an industry which 
was given free land from the public domain equivalent to the State of 
Texas, land whose rich mineral deposits continue to enrich them. It 
‘ame from the spokesman for an industry which never has paid a dime 
of Federal excise tax on its equipment, parts, and fuel. 

If I felt any shame, it would come only from appearing before you 
and failing to challenge this accusation in behalf of truckowners and 
their employees throughout this country. I'll leave the comparisons 
and the theories to others, and simply give you an idea of the special 
tax payments which result from the operation of a typical five-axle 
tractor-semitrailer combination. 

Such a unit will pay annual State fees and fuel taxes averaging 
more than $2,000. When we buy one of these units, the Federal 
excise tax is $1,918 before we ever see it, and this would be increased 
25 percent by the Boggs bill. 

Its annual contribution in Federal fuel tax at the present 2-cent 
rate amounts to $341 and this would be increased by 50 percent under 
the Boggs bill. In addition, there is a Federal tax on the tubes, parts, 
and accessories. 

If this is a free ride, then I submit it is a very expensive free ride. 
Neverthelss, the country badly needs an up-to-date highway system 
for the national defense, yes, and also for the 25,000 communities in 
this Nation which have no other form of transportation than that of- 
fered by the trucking industry. For this reason, we strongly support 
H. R. 9075, the Boggs bill, as the most equitable plan for achieving 
this result. 

I thank you. 

The CHamman. Does that complete your statement? 

Mr. Seymour. That does, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Baker. Mr. Chairman. 

The Cuatrman. Mr. Baker, of Tennessee, will inquire. 

Mr. Baker. Mr. Seymour, you have the largest truck transport sys- 
tem in America? 

Mr. Seymour. That is right. 

Mr. Baker. And you feel not only that the provisions of the Boggs 
bill, but the Federal excise tax on fuels and tires and the like, are 
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equitable and in no sense discriminatory between large trucks and 
automobiles ? 

Mr. Seymour. I believe that, sir; yes, sir. I don’t know that I 
entirely believe it but, on the other hand, I certainly understand very 
clearly that better roads have to be paid for. 

Mr. Baxer. Do you think it discriminates against the heavy trucks; 
is that your idea? 

Mr. Sermovr. I don’t believe that the increased taxation as provided 
under the Boggs bill does, although it is very difficult, because in my 
company the special taxes which we now pay exceed our net profit 
by twice in an average year. 

Mr. Baxer. Here is a matter that has not been discussed yet. 

Under the general income tax laws, your company and all others 
in like situations deduct your Federal excise taxes, don’t you, from 
income taxes ? 

Mr. Seymour. That is correct. 

Mr. Baxer. As a business expense ? 

Mr. Seymour. Yes. 

Mr. Baxer. And, of course, automobile owners can’t do that. Do 
you have any idea what that amounts to in the trucking industry, 
Mr. Seymour? 

Mr. Seymour. Are you referring, Mr. Congressman 

Mr. Baxer. To the deduction as a business expense of all excises 
such as gasoline, rubber, and fuel. 

Mr. Seymovr. The annual special tax charge to the trucking indus- 
try is about $214 billion a year. 

Mr. Baxer. They pay about $214 billion a year in Federal excise 
taxes ? 

Mr. Seymour. In special taxes. 

Mr. Baxer. Are all those deductible as business expenses ? 

Mr. Seyrmovr. I think they are, sir. 

Mr. Baker. Then you can make a rough estimate and tell us about 
what it amounts to, can’t you ? 

Mr. Seymour. I think I can only answer your question as to costs 
in the trucking business; that they obviously become very great prob- 
lems because with respect to the people who have continually mount- 
ing costs, if it gets to the point where they can’t be passed on to the 
customers, they aren’t going to stay in business. 

Mr. Baxer. I am trying to get to some approximate figure. Can’t 
you tell us, as the head of your company, approximately what amount 
you deduct as a business expense for these excises we are talking about 
here? What percentage? Twenty percent? 

Mr. Seymour. No. I would think that special taxes as we are refer- 
ring to them in my company would run somewhere between 8 and 7 
percent of our revenue; that is, without excise taxes, because that goes 
into another account. 

Mr. Baker. Excise taxes is what we are thinking about here. What 
would they amount to as a business deduction ? 

Mr. Srymour. You are asking me what excise taxes are? 

Mr. Baxer. Yes. 

Mr. Seymour. On the average amount of equipment we buy, I 
must only give you my best opinion. I would think it would be about 
a half a million dollars a year. 
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Mr. Baxer. All these excises, and special fuel levies, and the like, 
are deductible as business expenses under the income-tax laws, by the 
trucking industry; aren’t they ? 

Mr. Seymour. That is correct, sir. 

Mr. Baxer. And that runs into a tremendous amount of money; 
doesn’t it ? 

Mr. Seymour. It didn’t happen in my company last year to do me 
very much good, however, because we lost about a half million dollars. 

Mr. Baxer. You mean the Associated Transport lost that? 

Mr. Seymour. Something between $400,000 and $500,000. 

Mr. Baxer. That includes all your deductions, of course, including 
these excises and fuel taxes? 

Mr. Seymour. That includes everything which the Treasury De- 
partment eventually will leave as “Chargeable to expense.” 

Mr. Baxer. Do you remember about how much your cut was that 
you deducted as items of doing business for these fuel taxes and ex- 
cise taxes ? 

Mr. Seymour. My best judgment, Mr. Congressman, would be about 
$314 million last year. 

Mr. Baker. $314 million ? 

Mr. Seymour. Yes. 

Mr. Baxer. I want to ask this question I haven’t heard anybody 
else ask. 

What is the reason that the trucking industry has always had an 8- 
percent excise on new vehicles, while automobiles have had 10 per- 
cone You have been in the business a long time. What is back of 
that ¢ 

Mr. Seymour. I really am going to have to take a plea because 
actually I don’t know. I would assume that it is probably because 
of the very tremendous difference in the cost of a truck combination 
and the cost of a passenger car. 

A large tractor on a present 35-foot trailer costs somewhere, depend- 
ing upon the tractor, I would judge, between $18,000 and $25,000 each. 
I don’t know, however, what the original thinking was. 

Mr. Baxer. If I am not invading your personal business, to what 
do you attribute the fact that you lost a half million dollars last year? 

Mr. Srrmovr. I wish that I could answer your question as simply 
as you ask it. I can say, however, that one major contributing factor 
was due to the fact that our company was involved in labor difficulties 
for a period of 6 or 7 weeks. 

As a matter of fact, it was the answer to all truck lines in my terri- 
tory. 

Mr. Baxer. That was going to be my next question. As a member 
of the advisory committee to the industry, that isn’t true of the in- 
dustry generally, is it? 

Mr. Sermoovr. It is generally true of about half of the territory that 
we operate in, because all of New England was struck last year for 
some 6 or 7 weeks. It would happen to be true, also, with the western 
part of the country. 

Mr. Baxer. What about the country as a whole? 

Mr. Seymour. The country as a whole, on the basis that I am now 
talking, is made up of three parts: The East, the West, and the Middle. 
The Middle was not struck. 
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Mr. Baker. Do you now whether or not the trucking industry as 
a whole made money last year or lost money ? 

Mr. Seymour. I can only speak with certainty as to the territory 
that I am intimately acquainted with. As to the operators in New 
England, all of New England, I would judge that the average rate was 
about 100 percent as an industry. 

In the Middle Atlantic—that’s the Jersey, New York, and Pennsyl- 
vania territory—I would assume that the average there might have 
been 9714 and I would think the South was more nearly perhaps 95 
or 96. That is based upon what I happen to have read only in the last 
few days in looking at the 1955 reports of our competitors. 

Mr. Baxer. You mean that 100 percent of them lost money in New 
England and 95 percent in the South? 

Mr. Seymour. If you took all of the revenue and all of the expenses 
of all truck operators in New England, they spent exactly as much as 
they took in, as an industry. 

Mr. Baxer. However, you don’t know the figures for the Nation 
as a whole, or the percentage of individual companies that operated 
with profits or operated with losses ? 

Mr. Seymour. I haven’t seen the figures for 1955. I will give you 
my opinion, if that is any good to you. 

Mr. Baxer. Yes. 

Mr. Seymour. I would think that probably the industry as a 
whole—and when you talk about the industry, you are talking about 
all phases; common carriers, contract carriers, private carriers—made 
3 cents on their revenue dollar before provision for Federal and 
State taxes. 

Mr. Baker. That is all. 

The Cuatrman. We thank you for your appearance and the in- 
formation given the committee. 

The next witness on the calendar is Mr. John S. Giles and Gen. 
Lacey V. Murrow. Come forward please. 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENTS OF JOHN S. GILES, AND GEN. LACEY V. MURROW, 
AMERICAN AUTOMOBILE ASSOCIATION 


Mr. Gites. Mr. Chairman and members of the committee, my name 
is John S. Giles, and I live at Reading, Pa. I am chairman of 
the highway committee of the American Automobile Association. 
Appearing with me is Gen. Lacey V. Murrow, a partner in Trans- 
portation Consultants, Washington, D. C., our highway consultant. 

In behalf of the American Automobile Association, a national 
federation of 701 affiliated automobile clubs, State associations and 
branches, I would first like to express appreciation for the opportunity 
afforded us to appear before this distinguished committee today to 
present our views on this extremely important pending Federal high- 
way legislation. I would also like to take this opportunity to com- 
mend the committee on the manner in which it is proceeding with 
respect to this matter. 

The records of the Congress prove the long and continuous interest 
and activity of our association in support of constructive highway 
legislation. 
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Most recent proof is found in the record of the ist session of this 
84th Congress, at which time our association advocated pay-as-you- 
build financing of a greatly enlarged Federal-aid program, went on 
record for an increase in Federal automotive excise taxes, supported 
H. R. 7474, 84th Congress, and actively worked for its enactment. 

That bill provided for expeditious completion of the 40,000-mile 
National System of Interstate Highways, and provided a tax-rate 
differential as between the 2 major looms of eaiialen. 

The American Automobile Association was one of the first to en- 
dorse that top-priority road network, the designation of which was 
called for by the Congress in the Federal-Aid Highway Act of 1944. 
Furthermore, the records of Congress show that our association has 
been in the forefront in urging expeditious completion of the Inter- 
state System at suitably high standards. 

The American Automobile Association comes before you strongly 
urging an expanded highway program, favoring pay-as-you-build 
financing, and recognizing the necessity of additional taxes. 

Since the last session of the Congress, our association has given much 
further study to the highway problem, the legislation that is needed 
to enable the Federal Government to meet its responsibilities in this 
field, and particularly as to Federal aid to the States. 

In this study we have had the able assistance of Gen. Lacey V. 
Murrow, a partner in Transportation Consultants, Inc., who for 9 
years was the director of highways of the State of Washington. In 
addition to almost 20 years in highway engineering and administra- 
tion, he has had extensive experience in air, water, and rail transpor- 
tation in our own country and in other parts of the world. General 
Murrow will participate in our testimony, particularly as to various 
technical aspects. 

The basic principles of our policy position on the pending highway 
legislation, as set forth in the AAA Motorists’ Program for Better 
Highways, a copy of which has been furnished you, and the contents 
of which we would request be made part of the record, are as follows: 

The CuarrmMan. Without objection, that will be included in the 
record. 

(The pamphlet referred to follows :) 


THE AAA MOTORISTS’ PROGRAM FOR BETTER HIGHWAYS 


Recommendations for launching and financing a greatly stepped-up Federal-aid 
highway program to provide the Nation with the roads if so urgently needs 


FOREWORD 


The Nation’s urgent need for improved streets and highways is well docu- 
mented and widely known. Last year, efforts to secure adoption by Congress of 
a greatly stepped-up highway program came to a dead end, largely because of 
disagreement as to methods of financing. 

The American Automobile Association believes that the need of the hour is 
for a comprehensive plan formulated in the general public interest which would 
serve as a rallying point around which conflicting interests can compose their 
differences and aid in securing affirmative action by Congress. 

The AAA, therefore, presents herewith a balanced program for greatly acceler- 
ated Federal aid for highways which calls for completion of the National System 
of Interstate Highways within 15 years; provides for increased expenditures on 
regular Federal-aid systems—primary, secondary, and urban—and sets forth 
basic financing principles along with an illustrative example of equitable financing 
for such a program. It will be observed that this program calls for tax increases 
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affecting all classes of highway users, with some variations as to rates among 
the various classes of users. 

This AAA motorists’ program for better highways was adopted by the AAA 
executive committee early in January. Basic research, recommendations, and 
computations utilized in this program were prepared by the AAA’s highway 
advisers, Transportation Consultants, Inc., Washington, D. C. 

Adoption by the Congress of this program would be in the best interests of the 
national economy, the national defense and the Nation’s 72 million motor- 
vehicle owners and drivers, and would be a long stride toward solving the traffic 
muddle with its tragic record of deaths, injuries, and economic loss. 

A. J. Sarpont, President. 
INTRODUCTION 


This program sets forth suggested Federal financing for improving the Na- 
tional System of Interstate Highways during the calendar period 1957-74 and 
for progressively increasing authorizations for other Federal-aid highway work 
above present levels during the same period. Provision also would be made for 
continued Federal financing of national parkways and of highway work in na- 
tional forests, national parks, and national monuments. The program is based 
upon a progressive expansion of effort toward the overall objective of modernizing 
the highway plant of the Nation. 

The desired highway improvements would be obtained by congressional enact- 
ment of three separate legislative authorizations. The first authorization would 
be enacted in 1956, to cover fiscal years 1958-62; the second authorization would 
be enacted in 1961, to cover fiscal years 1963-67, and the third in 1966, to cover 
fiscal years 1968-72. Normal Federal-aid procedures would be followed. Under 
these procedures Federal-aid moneys may be obligated for 2 years beyond the 
fiscal year for which the funds are authorized, and another year is required 
to complete and pay for the work. Hence, a total authorization period of 15 
years actually permits program financing to extend for 3 additional years, or for 
a total of 18 years. 

Every effort has been made to assess the practical aspects of the program that 
is proposed. It is realized that tax increases have little appeal to the segment 
or group upon which these increases fall, but an earnest effort has been made to 


arrive at what is believed to be a more equitable distribution of taxes among 
the various classes of users. 


Basic PRINCIPLES 


The AAA motorists’ program for better highways is based upon the following 
principles: 

1. Any proposal for a Federal-aid highway program, to be seriously considered 
by the Congress, should reflect pay-as-you-go financing. 

2. While major emphasis should be placed upon improvement of the National 
System of Interstate Highways, provision also should be made for concurrently 
increasing the Federal-aid primary, secondary, and urban highway programs to 
accommodate expanding traffic requirements. 

3. A program of this magnitude, including improvements of the National 
System of Interstate Highways within a designated time and concurrent expan- 
sion of other Federal-aid work on a pay-as-you-go basis will require a large 
increase in available Federal funds for highway purposes. 

4. Federal excise taxes on gasoline, diesel fuel, lubricating oil, tires, tubes, 
and camelback form a realistic basis for measuring highway use, and revenues 
equal to the proceeds from these taxes should be applied to financing the overall 
Federal-aid highway pregram. 

5. Heavy trucks are not now paying an equitable share of Federal-aid high- 
way costs and adjustments in the Federal tax structure should be made so that 
this class of vehicle more nearly meets its fiscal responsibilities. 

6. The Federal share of the cost of improving the National System of Interstate 
Highways should be 90 percent of the total cost thereof. 

7. The Bureau of Public Roads, with proper statutory authorization, is the 
logical Federal agency to administer the expanded highway program. 

8. In the expanded program, the Congress should declare its intent to strive 
for completion of the National System of Interstate Highways within 15 years; 
should authorize funds for the first 5-year increment to the overall program in 
1956; and should indicate that the second and third 5-year increments will be 
authorized in 1961 and 1966, respectively. 
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REASONS FOR INCREMENTAL APPROACH 


The 5-year incremental approach to the overall program is recommended for 
the following reasons: 

1. Experience has indicated that long-range predictions both as to highway use 
and highway-user revenues have fallen short of actuality. 

2. Technological improvements both in vehicles and fuels may entirely change 
present concepts of highway financing. 

3. Highway construction contractors normally depreciate their equipment 
within a 5-year period. An assurance of 5-year increments to a 15-year program 
would enable contractors to spread equipment depreciation. This would lead to 
stabilization of equipment rental rates. An assured 5-year program, with con- 
templated extensions thereof, also would promote technological improvements 
in equipment usage, all of which should result in economies. 

4. Construction costs cannot be predicted with sufficient accuracy over an 
extended long-range period. 

5. The overall objective would enable highway departments at all levels of 
Government to strengthen personnel management practices, would stimulate re- 
cruitment and training of additional personnel, and would encourage increased 
productivity of professional personnel. 

6. The Congress should reserve to itself the right to review, at stated intervals, 
such matters as construction progress, construction costs, actual revenues, and 
related aspects of the program, and to make such adjustments in the overall 
construction and financing program as are deemed necessary to achieve the 
desired objective. 

7. Plans have already been formulated for the construction and operation of 
a major test road, and other studies of various types are underway in several 
States. The results, both technical and fiscal, of the tests and studies that are 
now planned may warrant considerable revision in both design and monetary 
policies. 

RECOM MENDATIONS 


Based upon a study of the need for improving the National System of Inter- 
state Highways and other Federal-aid systems, and financing thereof, the Ameri- 
ean Automobile Association endorses a Federal-aid highway program which 
contains the following major features: 

1. A construction program that will permit completion of the National System 
of Interstate Highways under three separate congressional authorizations, each 
covering a 5-year period (with the first authorization beginning in fiscal year 
1958) and that will provide for concurrent increases in the Federal-aid primary, 
secondary, and urban highways programs. 

The first increment of this program (fiscal year 1958 to fiscal year 1962) 
should contain the following authorizations, which total $8,875 million. 

A. For the National System of Interstate Highways: 


Fiseal year: 
Amount (millions) 


Ss A NN ec alin lle dian asin iasnimaniianil 5, 000 


The apportionment of these funds among the States should be based upon 
need. The Federal Government should bear 90 percent of the cost, with the 
States bearing the remainder. As indicated in paragraph No. 3 below, further 
authorizations would be made in 1961 and 1966, and would be based upon con- 
gressional review of the entire program. 
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B. For the Federal-aid primary, secondary, and urban programs (to be dis- 
tributed between systems on same basis as in the 1954 act) : 


Fiscal year: 
Amount (millions) 


Total, 5 years 


It is assumed the apportionment of these funds among the States will be based 
upon present formulas. The matching of these funds with State funds should be 
on the same basis (generally 50-50) as now provided in Federal-aid laws. 

To meet the most urgent priority of needs for improving the Federal-aid 
primary, secondary, and urban systems as those needs vary in different States, 
Congress should permit any State—with the approval of the Bureau of Public 
Roads—to spend not more than 20 percent of the money apportioned to that 
State for improvement of one of these systems toward actual improvement of 
the other two systems. 


RECOMMENDATIONS 


2. Revenue provisions which will result in Federal taxes on the items listed 
below, as indicated in the column headed “New rate.” 


p Proposed 
resent increase r 
rate (no exemp-| New rate 


Cents 
Gasoline 


i = 

Tires (less than 45 pounds) 

Tires (45 pounds and over) 

Inner tubes (for tires of less than 45 pounds) 

Inner tubes (for tires of 45 pounds and over) 

Camelback (for tires of less than 45 pounds) 

Camelback (for tires of 45 pounds and over) 

Zabrichting Ol... nc0s 5st a ee en 


Ot Or Ore BD 
» 


Note.— Financing details are discussed elsewhere in this report. See also tables I and II. 


3. A congressional review of the entire program in 1961 to ascertain progress 
of construction, apportionment of Interstate System funds among the States, 
availability of financing and related matters, with a view toward any needed 
statutory revisions in the authorization and financing of the second 5-year incre- 
ment to the overall program. The rate of accelerating the improvement of the 
Interstate System should be determined at that time. A similar review should be 
made in 1966, in anticipation of authorizing and financing the third 5-year 
increment. 

4. The AAA position on such matters as reimbursement for relocating public 
utility facilities on highway rights of way, control of access, and related matters 
remains unchanged. 


PROPOSED FINANCING OF THE AAA Mororists’ PROGRAM FOR BETTER HIGHWAYS 


There are numerous ways in which financing of this program can be approached. 
However, the following examples and tables represent our best judgment as to 
how such financing might be achieved on a more equitable basis as amongst the 
various classes of users. 

As shown in table I, at the present rate taxes on the indicated items, which 
are a measure of highway use, should produce $7,271 million during the 5-year 
ealendar period from 1957 through 1961. Of that total, about $1,684 million 
(or 23.2 percent) is estimated as being paid by large trucks. 

The proposed increases in taxes on these items, as well as new taxes on camel- 
back, should yield an additional $2,099 million during the same 5-year period. 
Of that added revenue, $773 million (or 36.8 percent) is estimated as being paid 
by large trucks. 
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As summarized in table I, based upon the new rates, the total yield during this 
5-year period is estimated at $9,370°million. Of that amount, $2,457 million (or 
26.2 percent) would be paid by large trucks. 

The total estimated revenue can be compared with a proposed expenditure for 
all Federal-aid work during this 5-year period, as above recommended, at $8,875 
million. 

The balance of $495 million will permit an increase in Federal financing of 
national parkways and of highway work in national forests, national parks, 
and national monuments during this 5-year period. 

Table II, in summarizing expected yields from present Federal excise taxes 
on items indicated, shows a total yield of $31,822 million for the calendar period 
from 1957 through 1974. Of that total, $7,372 million (or 23.2 percent) is 
expected to be paid by large trucks. It also summarizes expected additional 
yields from suggested taxes at rates indicated for the calendar period from 1957 
through 1974, showing a total additional yield of $9,197 million. Of that addi- 
tional yield, $3,394 million (or 36.9 percent) would be paid by large trucks. 

As shown in table II, for the entire calendar period from 1957 through 1974, 
at the new tax rate, the total yield is estimated at $41,190 million. Of that sum 
$10,766 million (or 26.2 percent) would be paid by large trucks. 

By deducting $25 billion for improving the National System of Interstate 
Highways from the total estimated yield of $41,190 million, the balance of $16,190 
million is available for other Federal-aid improvements. From this balance 
there should be deducted the sum of $3,875 million, which hereinabove has been 
recommended for improving the other Federal-aid systems during the first 5- 
year increment of the overall program, and the sum of $495 million, which 
has been indicated as being available for Federal financing of national parkways, 
ete., during the same 5-year period. With these deductions, $11,649 million is 
estimated to be available for Federal-aid primary, secondary, and urban highway 
work, and for Federal financing of other highway improvements, during the 
second and third 5-year increments of the overall program. 

During these latter two 5-year periods, authorizations for the Federal-aid 
primary, secondary, and urban programs could continue to increase as follows: 

Amount Amount 
Fiscal year: (millions) | Fiscal vear: (millions) 
$850 


Total, 16 years...) 9, 625 


After taking into account this $9,625 million, there is a net balance of $2,240 
million. This amount will provide for a normal increase in Federal financing 
of national parkways, forest roads, etc., during the second and third 5-year 
periods. A relatively small residue would be available for contingencies. 


SuMMARY 


This program, based upon available data, recommends financing features for 
Federal-aid highway improvements covering authorizations extending 15 years 
into the future. It is believed that the financial features of the first 5-year 
increment to the overall program are sound. It is also believed that the pro- 
posed financing features for the second and third 5-year increments are reason- 
able projections. However, for reasons stated earlier in this program (especially 
with respect to possible technological improvements both in vehicles and fuels, 
possible inaccuracies in predictions of long-range construction costs, etc.), the 
recommendations concerning the second and third 5-year increments to the 
overall program should be reviewed in 1961 and 1966, and desirable adjustments 
should be made in the light of conditions that exist when those increments are 
pending congressional consideration. 


(Tables I and II referred to appear on pp. 452 and 453. 

Mr. Giizs. 1. Any proposal for a Federal-aid highway program, to 
be seriously considered by the Congress, should reflect pay-as-you-go 
financing. 

2. While major emphasis should be placed upon improvement of 
the National System of Interstate Highways, provision also should 
be made for concurrently increasing the Federal-aid primary, sec- 





© 
© 
es 
mn 
fx 
° 
5 
= 
- 
ie} 
> 
a 
ion} 
: 
o 
i 


" *yuaored z°9z ‘0781 8303 UO 
syon.1y ef1e, Aq pred [6304 jo yUe0J0d ‘quedsed ggg ‘esvalOUT HO SyoNIy oF1B, Aq pred 1B}04 
JO quedu9d :jue01ed 7'gz ‘0781 yUaSoId 4B SyONI4 2318, Aq pyed [8404 JO yue0I0g—"ALON 


sUonnyy suo suo 


esvol0Uy queselg [230.1 esvel0uy quoselg 


syoni} odie, Aq pyed yunoury Pers poyeuyys” 


onp 
*S0.11} 10BIV] OY} JO; gugdJed ze 4u PozBUNTySe Ss} ‘192A0 pus spun 
QF JO Saayy PUB SpuNod gp UBY SSet JO Sel; W29430q ‘yoeqjourgo jO uL{jdumnsu0g ¢ 
‘J0A0 pus Spunod gf JO Seay} Pus ‘sprMod gf WT} SS9I JO Sasq) W99AIEq 
SB Cjysuoy}e[al OUIBS ‘Saqny JOUUT [[B 10} 107409109 [Bj07 JO JUOIEd ZE 4B PoyVUNTySY ¢ 
*poj0aj[d [304 JO yuUgosed Oz 48 pozeUNyS| 1 


dyysu0yyefar esjooud ey 


UoTTe3 19d) [fo ZuTyeo}IqQn’T 

¢ (40A0 pus QF JO SOIT} 10}) HoVqioureH 

od (spunod oF UBY} SSoJ JO S911} 10J) YouqjoureD 

------"- (pumod Jed) 1940 pue spunod gF Jo soit} 10} ‘seqn} JouUT 
------=-(punad sed) spunod op weds Bunt J eeak; 20) ‘goqn) J0UUy 
ae feeo pus spunod ¢F) seli,L 

spunod of SS8[) SO41L, 


uo} 
(are Jed) ousjoseg) 


(su01 


-duiexe ON) 


OBLAIOUT XB} JO OV 


(19-2961 ‘porsad sof 72103) SILD} ASIII 9Q1JOULOIND pajzaa]a8 UO spjarh paypMysy— I @1av J, 





*‘soin3y JO Zurpunol 03 onp UMOYs Jou a 
drqsuoreyes estoeid oy *SOJ]} J9BIV] OI 10; JUd0JEd gE IV Po VUITISE Ss} ‘10A0 PuB spun 
gp JO Souj} PUB SpuNod ¢F Uvy} Ssez JO Seay] W9EeMI0q SB ‘YOUQTeUTVO JO UOTdUINSUOD ¢ 

“quedied Z°9% ‘0181 1830} UO *J02A0 PUB Spunod gp JO Sait} pus ‘spuNod oF UBY3 Ssoj JO SelT) UOOMZ0qG 
syons} odie, Aq pred [e104 Jo Jueored ‘yue010d 6'9g ‘aSvOIDUT UO SyoNs) OFIe, Aq pred [e304 SB ClYSuOTIB[9 VUIS ‘soqny JOUUT [[e 10; WOTJDET[OO [eI0} JO YUBOUEd ZE Iv PaPeUITIST ¢ 
Jo queoied ‘yus0J0d Z°¢z ‘eye YUaseid 4B Syonsy odIe, Aq pred [e107 Jo Ju9010g —"ALON “paqaf[oo 7270} JO JusoJEd gz 18 PoIwUITIS| ; 


© 
> 
o 
_ 
i 
© 
5 
= 





992 ‘OT ¥68 ‘E ele ‘2 610 ‘Th L616 


REVENUE 


vez 8 ee eR ES SD eR | a ee ee worTBs 10d) [To Bu woHQNT 
OI ozt ¢(19A0 pus spunod gp Jo SeJ}) 10J) HoeQqiemeH 
e(Spunod gp UY} SSET JO S011} 10J) YoRQeureH 

punod ne J9AO puB spUNOd gp JO $01]} 10) ‘Seqn) 49UUT 

punod Jod) spunod gp wey ssa JO $01) 10) ‘seqn} s9UuUT 

(punod sed) (1840 pus spunod gp) 80.},1, 
=. a 2lg (punod Jed) (spunod gp uvy} ssef) $041, 
0€z ‘T tee or) Rs. Foe eo eee ee eee ee ee eee (wo[[es 10d) [9817 
£86 ‘S$ 1 $ £86 ‘S$ 286 ‘E2$ w" (WO[[Bs 10d) eUl]Ose_) 
suo suonNnyy sUuolyiyy suo sUuolnyy suo 8j}uad 


HIGHWAY 


[810.1 esvelouy quoeselg [e}0.L esvosUy queselg aie N) quoeseig 


syoni} oZre] Aq pred yunoury PlerA poweuyis| OSVOINUT XB} JO OFVY 





(F¥L-LG6I “potsad sof 7030}) saxn} a819za aaryjOoWoND payajas Uo splath paypuysy—']] @14V J, 


eM Tee a 

















454 HIGHWAY REVENUE ACT OF 1956 





ondary, and urban highway programs to accommodate expanding 
traffic requirements. 

3. A program of this magitude, including improvements of the 
National System of Interstate Highways within a designated time 
and concurrent expansion of other Federal-aid work on a pay-as- 
you-go basis will require a large increase in available Federal funds 
for highway purposes. 

4. Federal excise taxes on gasoline, diesel fuel, lubricating oil, tires, 
tubes, and camelback form a realistic basis for measuring highway 
use, and revenues equal to the proceeds from these taxes should be 
applied to financing the overall Federal-aid highway program. 

5. Heavy trucks are not now paying an equitable share of Fed- 
eral-aid highway costs, and adjustments in the Federal tax structure 
should be made so that this class of vehicle more nearly meets its fiscal 
responsibilities. 

6. The Federal share of the cost of improving the National System 
of Interstate Highways should be 90 percent of the total cost thereof. 

7. The Bureau of Public Roads, with proper statutory authori- 
zation, is the logical Federal agency to administer the expanded high- 
way program. 

8. In the expanded program, the Congress should declare its 
intent to strive for completion of the National System of Interstate 
Highways within 15 years; should authorize funds for the first 5-year 
increment to the overall program in 1956; and should indicate that the 
second and third 5-year increments will be authorized in 1961 and 
1966, respectively. 

As may be observed, certain of these principles relate to the author- 
izing aspects of the program, and others relate to its financing. We 
have presented our position on the authorizing aspects to the Com- 
mittee on Public Works, and we are here today primarily for the pur- 
pose of making clear our position on financing. 

However, since the authorizing and financing features are so closely 
interrelated, I will very briefly explain several of the salient points 
of our recommendations with respect to the authorizing legislation. 

The program we recommend is a balanced program. While com- 
pletion of the National System of Interstate Highways is a major 
objective, our plan also provides for progressive increases through- 
out the 15-year period in Federal-aid appropriations for the primary, 
secondary, and urban systems. 

The association advocates a 15-year authorization period, and a 
financing period of 18 years. It is further urged that a provision 
be included in the law under which the Congress will review, every 
5 years, the progress being made, both as to construction and financing, 
so that any warranted adjustments may be made. Also proposed is 
a moderate start with increasing authorizations as the expanded pro- 
gram gains momentum. 

This will avoid a “crash” plan involving too quick a buildup in 
available funds, and too short a total construction period. We want 
highway improvements and we are fully aware of the urgency of the 
problem. However, it must be recognized that it takes much time 
to recruit and train the additional highly specialized personnel needed 
for highway planning, location and design, for economic handling 
of the billions of dollars which will be spent on acquisition of rights- 
of-way, for supervision of construction and for other tasks. Negotia- 
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tions as to acquisition of rights-of-way often require much time, par- 
ticularly if the taxpayers’ dollars are to be protected. 

It is such considerations which convinced our association that to 
assure maximum progress without extravagance, inefficiencies, and 
other undesirable results, a 15-year authorization period is best, 
Obviously, the length of time specified for carrying out the program 
will govern the rate at which funds must be made available, and this 
is directly related to tax rates. 

And now, Mr. Chairman, I come to financing aspects of this matter. 
We urge a pay-as-you-build plan. In doing so, we recognize that 
increased Federal funds for highway purposes must be made avail- 
able. 

Certain tax sources should be relied upon in financing this highway 
program because they are directly related to highway use. These 
include Federal excise taxes on gasoline, diesel fuel, lubricating oil, 
tires, tubes and camelback. It is recommended that revenues equal 
to the proceeds from taxes on these products be applied to the needed 
financing. We propose new camelback taxes and increases in rates 
on the other named products. 

These increased tax rates are set forth in table II of the printed 
booklet and will also be found in appendix A attached. 

This table also shows the estimated yields from the present and 
proposed new tax rates for the 18-year financing period. Extending 
the financing period 3 years beyond the authorization period is 
permissive under present law and is in line with current practices of 
the Bureau of Public Roads. It will be seen that the total yield is 
$41,019 million, an amount adequate to finance the proposed program. 

The same table shows that large trucks now pay 23.2 percent of 
the yield on the selected Federal excise taxes. That means that pas- 
senger cars and light trucks pay 76.8 percent or over three-quarters 
of these present taxes. In this comparison, the term “large trucks” 
refers to those vehicles using tires weighing 45 pounds or more, which 
generally means a vehicle grossing 10,000 pounds or more. 

It should be remembered that less than one-third of all vehicles 
registered as trucks fall in this category. The AAA program calls 
for these large trucks to pay 26.2 percent—or an increase of 3 per- 
centage points of the total, thus providing that this class of vehicle 
would more nearly meet its fiscal responsibility. 

It should be emphasized that a basic part of our proposal calls for 
a tax rate differential as between large trucks on the one hand and 
the passenger car-light truck group on the other. In other words, the 
AAA plan proposes a tax-rate differential as contrasted to the across- 
the-board tax theory. 

Why, it may be asked, should the Congress include the principle 
of a tax-rate differential for large trucks in Federal-aid legislation? 

The answer to that equity requires it. State legislatures have, over 
the years, given careful consideration to the problem of equity in tax- 
ation as between various classes of highway users. What has been 
the result? As reported by the United States Bureau of Public Roads 
in A Factual Diseussion of Motor Truck Operation, Regulation, and 
Taxation, 1951, pages 61: 

All States, in their motor-vehicle registration fees, distinguish between 


passenger cars and commercial vehicles and graduate the fees of the latter group. 
with variation in weight or capacity. 
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This association has recently examined this matter independently 
and also finds that practically all the States have adopted some kind 
of a special tax or have adjusted their highway-user tax structure 
so that heavy trucks pay a higher rate of taxation than do light 
trucks and passenger cars. Appendix B attached hereto shows how 
the States have established for themselves this principle of rate dif- 
ferentials for the heavy trucks. 

As is also brought out in the report of the Bureau of Public Roads 

mentioned above, there are many factors which enter into the higher 
road construction and maintenance costs occasioned by heavy-truck 
use. 
These include the effect of the height of vehicles on overpass and 
underpass structures. the effect of width of vehicles on width of traffic 
lanes and bridges, the effect of the length of vehicles on the design of 
highway curves and bridges, and the very considerable effect of 
weights of trucks upon bridge design and effect of axle loads upon road 
foundations, bases, and pavements. 

Although heavy commercial vehicles travel more miles and use 
more fuel than lighter-weight vehicles, the State legislatures have 
concluded that the larger individual taxes per vehicle paid by the 
heavy trucks are not, in fact, adequate to measure the differential 
which they should pay. See also appendix C attached hereto en- 
titled “Why Heavy Trucks Should Pay Higher Tax Rates.” 

If the situation with respect to Federal aid had remained static, 
with contributions by the Federal Government of 50 percent of project 
costs and with those funds being derived from the United States 
Treasury without respect to the source of revenue, the AAA would 
not raise the question of tax-rate differentials at the Federal level. 
However, it must be recognized that we are now faced with totally 
changed conditions. 

Whenever the Federal Government contributes 90 percent of the 
cost of a system of highways and proposes to finance this program 
primarily from the yield on highway-user taxes, then the Congress 
should parallel the State legislatures in recognizing the principle of 
tax-rate differentials for the large trucks. 

It is quite understandable that representatives of large trucks seek 
to establish the principle of across-the-board taxation. They wish 
to avoid, at all costs, a Federal taxation concept which, in accordance 
with State tax practices, would include a tax rate differential for 
heavy trucks. 

If they succeed, it is reasonable to assume that the prestige of con- 
gressional action will be used by these interests toward eliminating 
tax-rate differentials in the various States. The inevitable result 
would be a shifting of millions of dollars annually onto the shoulders 
of owners of passenger cars and light trucks. 

We commend the committee for its efforts to secure from the execu- 
tive branch of the Government factual data concerning incremental 
cost of highway construction necessary to provide for the heavy com- 
mercial vehicles. These data undoubtedly will have an important 
bearing on the tax issues with which your committee is concerned. 

It was publicly reported on September 1, 1955, that Representative 
George H. Fallon, chairman, House Subcommittee on Roads, had 
requested this information. Furthermore, Congressman Fallon re- 
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quested that the Bureau of Public Roads provide him with this report 
not later than January 1, 1956. 

We are informed that Congressman Fallon, in his testimony before 
your committee last week, stated that while studies had been made 
in this area, the results had not been made available to him. 

We are also informed by responsible State officials that on request of 
the Federal Government, they have assembled and forwarded to 
Washington the basic data necessary for this determination. The 
time element leads us to believe that these data have been analyzed and 
are in report form. 

We have already referred to a publication issued by the Depart- 
ment of Commerce in 1951 entitled “A Factual Discussion of Motor 
Truck Operation, Regulation and Taxation” which contains very im- 
portant information bearing directly on the subject, as of the date 
of publication. 

It deals with such important subjects as the effects of size and 
weight on road design and capacity, the effects of axle loadings on 
roads, highway-user taxpayments in relation to highway revenues and 
expenditures, and allocations of highway tax responsibility. 

We hope sincerely that you will continue to press for current infor- 
mation on the equitable distribution of the taxload as between the 
various classes of vehicles. 

For the reasons which I have outlined, the American Automobile 
Association respectfully requests that in your further deliberations 
concerning H. R. 9075, serious consideration be given to the principal 
features of the program which our association has proposed. 

Mr. Chairman and members of the committee, may I again express 
appreciation on behalf of the American Automobile Association for 
this opportunity to present our views on this matter. 

The CHairman. Does that complete your statement? 

Mr. Gites. It does, sir. 

The CuHamman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Are there any questions ? 

Mr. Boees. Mr. Chairman. 

The CuairMan. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boces. Your program is over an 18-year period ; is that correct / 

Mr. Gites. That is right, sir. 

Mr. Boees. How much revenue would it raise in 18 years? How 
much new revenue ? 

Mr. Gites. The total, Mr. Boggs, would be $41,019 million. 

Mr. Boeés. I am referring to new revenues. 

Mr. Gites. The new revenues would be $9,197 million. 

Mr. Boees. Over an 18-year period ? 

Mr. Gites. That is right. 

Mr. Boees. How much would you raise in 15 years of new revenue? 

Mr. Gires. About $71, billion. 

Mr. Boces. Have you or any of your representatives heard the testi- 
mony of Secretary Humphrey or Secretary Weeks before this com- 
mittee ? 

Mr. Gites. No; I have not. 

Mr. Boges. Are you familiar with it? 

Mr. Gites. No; I am not. 
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Mr. Boces. Is anybody in your group familiar with it? It has been 
reported in the press. 

“ General Murrow. I have read the press reports, Congressman 
oggs. 

The Cuarrman. Would you please give your name, address, and 
the capacity in which you appear, General ? 

General Murrow. Yes, sir. My name is Lacey V. Murrow, and I 
appear here as a consultant for the American Automobile Association. 

Mr. Boces. Mr. Chairman, I cannot hear the witness. 

General Murrow. I live in Washington, D. C., and I appear here as 
a consulting engineer for the American Automobile Association. 

Mr. Bocas. Thank you very much. 

Secretary Humphrey testified that the proposal before the committee 
which would raise $12 billion over a 15- -year period, according to his 
figures, and his calculations, and his premises, would be $8 billion 
shy of what he says is required. Mr. Weeks used a figure closer to 
$7 billion. 

If your proposal raises $714 billion, you would be almost $5 billion 
less than my proposal, making a total difference of $13 billion. What 
do you think of Secretary Humphrey’s testimony insofar as the $8 
billion deficit in 15 years is concerned, and in your case it would be a 
$13 billion deficit ? 

General Murrow. Congressman Boggs, we proceeded on the basis, 
in our calculations as to the items of excise taxes that would be appro- 
priate here, that you could use those items that were included in the 
Clay report as a basis of bond financing. 

Mr. Bocas. We included those items, too. We dedicated rubber 
rather than lubricating oil. We are, according to our figures, about 
$114 billion shy. Of course, the Secretary of the Treasury doesn’t 
want to dedicate those funds. 

Do you have any proposals with respect to the Secretary’s comments 
on this bill? 

General Murrow. No, sir, except to say that, of course, in our cal- 
culations, we did not include the 2 percent excise tax on the sale of 
trucks and buses for the reason that we did not believe that it con- 
stituted a measurable use, and we confined our items to those taxes 
that are a measurable use insofar as we could determine. 

Mr. Boces. The point I am making is that your proposal would 
only raise in new revenues over a 15-year period $714 billion; is that 
correct ? 

General Murrow. Approximately ; yes, sir. 

Mr. Boces. Insofar as the Treasury Department’s position is con- 
cerned, do you subscribe to that position, or do you oppose that 
position ? 

General Murrow. I did not hear the testimony nor have I read it 
carefully, but I think that the proposal of the American Automobile 
Association would indicate considerable variance from the premise 

that was taken by Secretary Humphrey. 

Mr. Bocas. In what respect ? 

General Murrow. In the matter of the yield on lubricating oil and 
the matter of the yield on rubber. 

Mr. Boees. Assuming that the figures of Secretary Humphrey are 
correct, would you recommend any additional revenues other than the 
ones that you have recommended in this proposal of yours ? 
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General Murrow. I would have to answer that this way, Congress- 
man Boggs: We believe that the proposal as submitted here would 
finance the program within the time that we have assumed. 

Now, if the time is reduced, then obviously the rates must be 
increased. . : 

Mr. Boces. Let me ask you this question: Comparing the rates in 
your proposal with the rates in H. R. 9075, would a gasoline-driven 
truck pay more or less taxes under your proposal or under my 
proposal ¢ ! 

’ General Murrow. As a matter of fact, there would be very little 
difference. 

Mr. Bocas. Do you have the figures there ? 

General Murrow. No, sir; I do not have the exact comparison of all 
the items that are involved. 

Mr. Boges. Do you have any comparisons at all? 

General Mcrrow. I can only make the general observation that 
there would not be a great deal of difference in the overall if you in- 
clude the 2 percent on the sale of the vehicle. 

Mr. Boces. Did you hear the testimony of Secretary Weeks the 
other day ? 

General Murrow. No, sir; I did not. 

Mr. Boces. You are aware of the fact that the Department of Com- 
merce runs the Bureau of Roads, are you not? 

General Murrow. Yes, sir. 

Mr. Boees. I might tell you that Secretary Weeks and the Commis- 
sioner of the Bureau of Public Roads, Mr. Curtiss, testified that after 
40 years of operation, from 1916 through this year, they were still 
unable to give us any scientific data or engineering data on which to 
base a so-called tax differential. 

Do you have engineering studies on this problem ¢ 

General Murrow. Some; yes, sir. But I would specifically refer 
you to this publication which was issued by the Department of Com- 
merce on that very subject. 

Mr. Boaes. Does it go into the question of tax differential ? 

General Murrow. Yes, sir; it does. 

Mr. Boces. What does it recommend ? 

General Murrow. There are no conclusions drawn. It cites the 
studies that have been made and makes a very considerable analysis of 
the major items which are to be considered in the matter of tax differ- 
entials. 

Mr. Boees. However, it makes no recommendations? 

General Murrow. No, sir. 

Mr. Boces. Is this a question of taxation or of regulation that you 
are discussing? ” 

General Murrow. I didn’t understand you. 

Mr. Boees. Is this a question of taxation or regulation? When you 
refer to the States. don’t you really refer to regulatory devices that 
the States have used, rather than tax devices? , 

General Mcrrow. No, sir. I refer to tax devices. 

_Mr. Boses. Suppose we distinguish. What do you mean by tax de- 
vices? Do you mean property taxes, or ad valorem taxes, or what? 
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General Murrow. No, sir. I mean measures that the States have 
developed for imposing a differential in tax rate as between large 
and small vehicles. 

Mr. Boees. Is there a differential on the fuel tax in States? 

General Murrow. Only in the case of diesel fuel. 

Mr. Boces. What is the differential ? 

General Murrow. It varies in different States. I think there are 
7 or 8 States that have a higher rate on diesel than they have on 
gasoline. 

Mr. Bocas. Seven or eight ? 

General Murrow. That is correct. 

Mr. Boces. How much higher? 

General Murrow. I think it will average a cent to 2 cents, to my 
recollection. 

Mr. Boces. Is there a differential on tires? 

General Murrow. No,sir. There is not so far as I know. 

Mr. Boces. In any of the States ? 

General Murrow. On tires? 

Mr. Beees. Yes. 

General Murrow. No, sir; not as far as I know. 

Mr. Boces. Are you familiar with the study that the CED, the 
Committee on Economic Development, made in connection with high- 
way financing and construction of highways ? 

General Murrow. That the Federal Coordinator made? 

Mr. Boges. No, the CED. 

General Murrow. I have read part of that report; yes, sir. But I 
am not familiar with the details. 

Mr. Boces. Incidentally, Mr. Chairman, I would like to make that 
report part of the record. It is not very long. It is only about 25 
pages long. 

The Cuarrman. Without objection, let it appear following the testi- 
mony of these witnesses. Is that what you want? 

Mr. Boces. That is correct. 

The CuHatrMan. Without objection, it is so ordered. 

(The CED report referred to above appears on p. 482.) 

Mr. Boces. They studied the financing proposals but I couldn’t 
examine you on it because you haven’t studied it. 

What position did you take with respect to the Eisenhower bond 
proposal 

General Murrow. The American Automobile Association testified 
last year in the first session of this Congress in favor of H. R. 7474 
introduced by Representative Fallon. 

Mr. Bocas. In favor of the bond proposal ? 

General Murrow. No, sir; in favor of a pay-as-you-go basis which 
was included in H. R. 7474. 

Mr. Boces. Did you take any position on the bond proposal ? 

General Murrow. I assume that by inference in supporting H. R. 
7474, it might be interpreted as being in opposition to the bond 
proposal. 

Mr. Bocas. I want somebody here who can say “Yes” or “No” on 
that. You are the engineer. You can’t testify whether you are for 
or against the bond proposal ? 
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General Murrow. I should have admitted in the first place, Con- 
gressman Boggs, that I can’t determine policy and have no determin- 
ing voice at all so far as the policy of the American Automobile 
Association is concerned. 

Mr. Boses. How is the policy determined? Is it submitted down 
to each motorist club, or who determines the policy ? 

General Murrow. If I may, I would rather let an official of the 
organization answer that. 

Mr. Gites. Congressman, there is a constitution and by-laws which 
properly set up procedure insofar as the development of —— of 
the American Automobile Association is concerned, and in the interim 
period between such meetings by authority vested in the executive 
committee, it is either permitted to change or alter or recommit them- 
selves to new policies prior to the next annual meeting or special 
meeting. 

Mr. Boces. So that the policy in respect to this legislation was 
determined by an executive committee? 

Mr. Gites. That is correct, Congressman. 

Mr. Boees. Is the executive committee made up of representatives 
of each club? 

Mr. Gires. The executive committee is made up of representative, 
an overall representation, may I say, of the various clubs. Obvi- 
ously, it would be impossible to have a representative of each club a 
member of the executive committee because it would be unworkable 
insofar as size is concerned, but there is a definite cross-section of 
membership of the entire country represented on the personnel of the 
executive committee. 

Mr. Boees. What is the size of the committee? 

Mr. Gites. Thirteen. 

Mr. Bogcs. How many members are there in the AAA ? 

Mr. Giues. In the American Automobile Association? In excess 
of 5 million, sir. 

Mr. Boees. And this 13-man committee has the full authority to 
determine policy in the interim periods. How long are these interim 
periods ? 

Mr. Gites. Normally a period of 1 year. 

Mr. Boges. Can you tell me whether or not you approved—the 
executive committee or the association—approved or disapproved of 
the bond proposal last year ? 

Mr. Gites. They disapproved of the bond proposal. 

Mr. Boces. The Fallon bill carried a penny tax on gasoline last 
year. You approved of that? 

Mr. Gites. In our proposal, we recommended one-half of that par- 
ticular tax for several reasons, if I may elucidate as to why. 

There were several important factors that we thought were im- 
portant, one being the matter of acquisition of rights-of-way, the 
matter primarily of training personnel, engineering-wise, to do the 
job that would be required for an overall constructive road program, 
and we felt that primarily, a little more time—while realizing full 
well the necessity of action as immediately as possible—might be 
more desirable to go ahead in a more intelligent procedure than if 
we did it in a short period of time. 
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Of course, as I mentioned in our discussion, we were hoping that 
Congress would review the situation periodically from time to time 
and make such changes as would be necessary, brought about by the 
experience engendered as a result of the operation. 

Mr. Boces. Then do I interpret your statement as meaning that 
you did not approve of the penny increase in fuel tax last year? 

Mr. Gites. We did last year. 

Mr. Boces. You did? 

Mr. Gites. Yes. 

Mr. Boces. However, you don’t approve of it now? 

Mr. Gites. That is right, sir. 

Mr. Boees. And you have no suggestions to make insofar as your 
proposal over a 15-year period would raise $714 billion ? 

Mr. Gites. In excess of present. 

Mr. Boces. In exeess of present revenues. Your proposal raises 
$414 billion less than is raised under the proposal now before the 
committee; is that correct ? 

Mr. Gires. Yes. 

Mr. Boees. And which is $1214 billion or $13 billion less than the 
Secretary of the Treasury says it needs, although I must tell vou that 
I disagree with the Secretary as much as you do. 

However, you have no recommendations insofar as the $4 or $414 
billion ? 

Mr. Gries. No, sir, Congressman. 

Mr. Boees. That is all, Mr. Chairman. 

The Cuarrman. Allright. Any further questions? 

We thank you, gentlemen, for your appearance and the informa- 
tion given the Committee. 

Mr. Baxer. Could I ask another question ? 

Mr. Giles, the legal aspect of the AAA program is a pay-as-you- 
build program—pay-as-you-go and pay-as-you-build. You don’t in- 
sist that the program that your organization is recommending consti- 
tutes a pay-as-you-go program only by $714 billion in revenue, do 
you? 

Mr. Giies. General, will you answer that question ? 

General Murrow. With the chairman’s permission, I would like to 
clear up one point which Congressman Boggs developed—the matter 
of revenue. 

Mr. Baker. You might answer my question. 

General Murrow. He asked me a question of the additional revenue 
that we raised and then made a subtraction of that from the proposals 
in H. R. 9075. 

Now, in the additional proposal, he gave the amount of money that 
the increases would amount to, but I did not include in that the 
present revenue from the 2-cent gas tax and therein lies the major 
difference in the overall fund. The overall funds that would be raised 
are not very much different in the two proposals. 

Mr. Baxer. Your answer, I gather, is that the AAA program, as 
you see it, would produce about $12 billion new money? We all 
core to be agreed that that is what 9075 would: produce, the Boggs 
vill. 

General Murrow. The 9075 also includes the revenue from the 
present 2-cent tax, plus the 1 additional cent. 
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Mr. Baxer. But I am talking about new money. Let’s talk about 
new money. 

General Murrow. I think that in the case of new money, there 
would be very little difference because the 2 percent tax on the sale 
of trucks and buses is somewhat equivalent to the additional half 
cent that is proposed. 

Mr. Baxer. You don’t insist that it is a pay-as-you-go or pay-as-you- 
build plan? 

General Murrow. I beg your pardon? 

Mr. Baxer. You don’t claim that your program—the American 
people, I think, are entitled to know this—do you insist that the AAA 
plan is a pay-as-you-go or pay-as-you-build plan? 

General Murrow, Yes, sir; I do. 

Mr. Baker. Then you unquestionably dispute Secretary Hum- 
phrey’s figures of an $8 million deficit. 

General Murrow. I can only testify with respect to our own cal- 
culations, Congressman, but I do maintain that the submission that 
we have made provides for a pay-as-you-go basis on the assumptions 
that are set forth in the printed plan. 

Mr. Baxer. You mean pay-as-you-go on a 100 percent basis? 

General Murrow. That is correct. 

Mr. Baxer. Then do you dispute Secretary Humphrey’s figures 
that it takes $20 billion new money and the Boggs bill will only produce 
$12 billion? Do you, as an economist or engineer, dispute the Secre- 
tary of the Treasury’s figures? 

General Murrow. I would have to answer that this way: That the 
differences in the time, if I read the press reports correctly, the Secre- 
tary of the Treasury was talking about a 10-year plan. We are talk- 


in about 15-year authorizations and 18-year financing — 
] 


Mr. Baxer. Your testimony was that the Boggs bill, H. R. 9075, 
would fall $8 billion short of producing the necessary revenue over 
a 15-year period for the Fallon bill. Do you have figures that support 
your disputing Secretary Humphrey’s testimony ? 

General’ Murrow. I am not disputing anyone, sir. I am only sub- 
mitting and attempting to support our own calculations. 

Mr. Baxer. Regardless of how anybody on the committee or in 
Congress votes on the thing, don’t you think that your members and 
the people are entitled to know whether it is a pay-as-you-go plan, 
or, as indicated here, 60 percent pay-as-you-go and 40 percent deficit 
financing ? 

General Murrow. I can only repeat the statement that I am certain 
that this plan, as proposed, constitutes a pay-as-you-go program. 

Mr. Baker. Aud it only produces $12 billion. 

General Murrow. In the financing period it produces $41,019 
million. 

Mr. Baxer. And your financing period is 18 years? 

General Murrow. Yes, sir. 

Mr. Baker. All right. That is all. 

Mr. Byrngs. Mr. Chairman—— 

The Cuatrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Just one very brief question. Your whole tax pro- 
gram here that you are presenting to this committee is geared to 
the type of authorization program that you would like to see, rather 
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than to the Fallon proposal that is being considered by the Public 
Works Committee at the present time; is that not correct ? 

General Murrow. That is correct, sir. 

Mr. Byrnes. So that if our job here is to try and find the financing 
for the Fallon proposal, pending before that committee at the present 
time, which we have been led to believe is the bill that is going to be 
reported out of that committee, so far as authorizations and period 
of time are concerned, we would find it difficult to use your financing 
proposal to finance that bill; wouldn’t we? 

eneral Murrow. I think you would. I must qualify it by saying 
that this plan was developed prior to the meeting of this session of the 
Congress, and we were simply attempting to work out a financing 
plan that would handle the program under the conditions that we 
set forth. 

Mr. Byrnes. To handle your proposal as far as authorizations and 
roadbuilding and period of time is concerned ¢ 

General Murrow. Yes, sir. We merely cited that as an example of 
how the financing might be accomplished. 

Mr. Byrnes. Of that specific type of authorization program, rather 
than the Fallon program that his committee is considering? 

General Murrow. That is correct; yes, sir. 

The Cuarmman. Mr. Machrowicz of Michigan will inquire. 

Mr. Macurowicz. The witness who preceded you, Mr. Seymour, 
brought out in his written statement the fact that the present bill 
will increase the taxes of the average passenger car owner less than 
$1 a year over the tax proposed in the Fallon bill. 

Do you agree with those figures? 

General Murrow. No, sir; I do not. 

Mr. Macurowicz. What would your estimate be ? 

General Murrow. Based on our proposal, we estimate that the in- 
crease would be $4.37. 

Mr. Macnrowicz. You mean the increase over the taxes paid now? 

General Murrow. Yes, sir. 

Mr. Macurowicz. That isn’t the question that I asked. The taxes 
which are proposed under the Boggs bill are only about $1 per year 
more than the taxes proposed in last year’s Fallon bill for the average 
passenger car driver ; is that commaeth 

General Murrow. I haven’t checked that specifically, and I couldn’t 
answer it with accuracy. 

Mr. Macurowicz. If those figures are correct, and I think they are, 
do you think the average motorist is going to object to paying $1 
a yaa more than he would under the bill which you approved last 

ear ? 
‘i Mr. Gruxs. May I answer that, Mr. Congressman ? 

The American automobilist is a peculiar sort of an individual, and 
surprising though it may seem, we very frankly have never received 
much opposition to any tolls that the motorist paid on the toll high- 
ways. 

This is rather connected to your inquiry. We recognize the fact 
that a motorist today considers no boundaries to his travel. He covers 
the entire United States. He goes to Mexico. He goes to Alaska, 
and he expects to find the same kind of wen in Idaho, in Nevada, 
or Colorado, as he might find in Pennsylvania or your State, sir. 
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The result is that he never objects to paying an increase which we 
consider comparatively smal] in the amount that we recommend, pro- 
viding it is justified by the type of road construction that he finds 
to drive his vehicle over for pleasure or business. 

Mr. Macurowicz. Is that why you never attempted to find out how 
he feels about this bill? 

Mr. Gites. We have checked that many times locally in local or- 
ganizations, Mr. Congressman, and find the same reaction as I just 
mentioned. 

Mr. Macnrowicz. The fact is, though, that the average passenger- 
car driver, under the Boggs bill, will be paying only about $6 per 
year more on his gasoline bill than he does now; is that pesoeell 

Mr. Gites. I don’t know the figures, sir. 

Mr. Macurowicz. The figures are between $6 and $7, and only 
about $1 a year more than he would under the Fallon bill, which was 
approved by your association last year. I think that is very insignifi- 
cant, compared to the benefits which he derives. 

Mr. Gites. As I said, we have found no objection, as a whole, in the 
membership if highways are provided for their use, and we recognize 
the fact that highways are increasing in cost. 

Mr. Macurowricz, That is all. 

The Cuatrman. We thank you, gentlemen, for your appearance 
and the information given the committee. 

Mr. Gites. Thank you, Mr. Chairman. 

(The exhibits submitted by Mr. Giles are as follows:) 


APPENDIx A 
Estimated yields on selected automotive excise tares (total for period, 1957-74) 


Amount paid by large 
Rate of tax Estimated yield trucks 


Millions} Millions | Millions | Millions | Millions Millions 

$23,932 | $5,983 |$29, 915 |'$4, 786 |'$1, 197 | 1 $5°983 

oe 615 15 | 1,230 615 615 | 1,230 

Tires (less than 45 pounds). - * 572 | 3,433 i 


hanbainit ° tis 
Tires (45 ds and over) ....do-_--.. 2, 630 1,315 | 1,315 | 
Innter tubes, for tires of less than 45 
ride nsec ree 250 
Inner tubes, for tires of 45 pounds 
and over "  e 157 
Camelback (for tires of less than 45 ss 

3 


— 
3,234 | 1554] 192] 


id aad 31, 822 9, 197 | 41,019 | 7,372 | 3,394) 10, 766 


Percent of total paid by large trucks at present rate 
Percent of total paid by large trucks on increase 
Percent of total paid by large trucks on total rate 


1 Estimated at 20 percent of total collected. 

2 Estimated at 32 percent of total collection for all inner tubes; same relationship as between tires of less 
than ¢5 pounds, and tires of 45 pounds and over. 

a on of camelback, as between tires of less than 45 pounds and tires of 45 pounds and over, is 
estimated at 32 percent for the larger tires. The precise relationsttip is not shown due to rounding of figures. 
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APPENDIX B 


State VEHICLE TAXES INVOLVING A RATE DIFFERENTIAL APPLYING TO HEAVY 
TRUCKS 


FOREWORD 


Legislation pending before the Congress, calling for a greatly expanded high- 
way program with the Federal Government paying 90 percent of the cost of 
improving the National System of Interstate Highways, demands a new approach 
to Federal highway finance. Guidelines for that approach can be found in State 
legislation on this subject. 

Over the years, State legislation on highway finance has been shaping into a 
definite pattern. Practically all of the States have adopted some kind of a 
special tax, or have adjusted their highway-user tax structure, so that heavy 
trucks pay a higher rate of taxes than do passenger cars and light trucks. 

In considering the expanded highway program, Congress has been intensively 
studying Federal highway finance for more than a year. In the face of the well- 
established pattern of State taxation, enactment by the Congress of across-the- 
board increases on certain items would jeopardize the very foundation of State 
highway finance. 

In recognition of existing State legislation, and in the belief that the equity of 
Federal highway finance so requires, the American Automobile Association rec- 
ommends that heavy trucks pay a higher rate of Federal excise tax on certain 
items than would be paid by passenger cars and light trucks. The AAA recom- 
mended rates are shown in its pamphlet entitled “The AAA Motorists’ Program 
for Better Highways.” 


INTRODUCTION 


There are a number of special tax devices which different States have adopted 
to secure a greater rate of payment from heavy trucks than they do from passen- 
ger cars and light trucks. These special tax devices are not exactly the same 
in the different States using them; nor is there any precise degree of uniformity 
in the increased rate of payment made by the heavy vehicles. Nevertheless, 
these devices are convincing evidence that the States generally recognize that 
heavy trucks do not pay their equitable share of highway costs under across- 
the-board tax measures. Some States have adopted more than one of these 
special tax devices in striving for an equitable distribution of highway costs. 


SPECIAL TAX DEVICES 


These special tax devices include: 

1. A greater rate in the tax on diesel fuel than the tax on gasoline. This differ- 
ential, which conforms with the reduced costs and greater efficiency of diesel fuel, 
has been adopted in seven States; namely, California, Iowa, Kansas, Mississippi, 
Montana, New York, and Texas. 

2. A gross-receipts tax on gross revenues derived from intrastate movements 
of property. This type of tax has been adopted in 12 States. They are Arizona, 
California, Indiana, Louisiana, Mississippi, Montana, New Mexico, North Caro- 
lina, Texas, Utah, Virginia, and West Virginia. 

3. A highway compensation tax, with progressively increasing rates as vehicu- 
lar weights increase. This tax exists in two States, Iowa and South Dakota. 

4. An axle-mile tax, which is in force in Alabama and Ohio. 

5. A weight-distance tax, which has been adopted in seven States; namely, 
Colorado, Florida, Michigan, New York, Oregon, South Carolina, and Wyoming. 

6. A progressive increase in the rate of the registration fee paid by trucks, 
truck-tractors, semitrailers, and trailers, as the weight of the vehicle increases. 
As hereinafter indicated, this method of increasing the rate of payment is used 
in practically all of the States. Only five States and the District of Columbia 
do not conform to this principle. 


GRADUATED RATE OF REGISTRATION FEE 


There are two basic methods of applying a progressive increase in the rate 
of the registration fee paid by trucks. The first method simply shows the regis- 
tration rate applicable to a specific minimum weight of vehicle, and identifies 
an increase in the rate as the weight of the vehicle increases. In a few cases, 
a distinction is made in the rate between 2-axle and 3-axle trucks. For example, 
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in Arizona, commercial vehicles pay a flat fee of $4 ($2.50 if requested after 
July 1), and an additional fee based upon unladened weight as follows: 


Fee per 100 pounds 
Unladen weight (pounds) aD ame ae 





Under 2,900 

2,900 to 4,000____ - deinen a . 35 
4,000 to 6,000_. . ss ‘ : . 50 
6,000 to 8,000_ x . 65 
8,000 to 10,000 - . 15 
SE CO NNOE, did idicvncssawadadisshbicisscbihcanddadams seeaulidbttetaamd | 1.00 | 
12,000 and over 1.00 
Maximum fee... _.- 4 120,00 | 


1 Flat fee of $2. 


Recognizing that there are differences in the weight groupings of the trucks 
and that there are increases in rate based upon gross weight or unladen weight, 
14 States have adopted this method of having heavy trucks pay a higher rate of 
registration than do passenger cars and light trucks. In addition to Arizona, 
these States are Arkansas, Connecticut, Delaware, Florida, Michigan, Nevada, 
New Hampshire, North Carolina, Ohio, Oregon, Texas, Vermont, and Virginia. 
Attachment I contains information showing the minimum and maximum registra- 
tion rates per 100 pounds of vehicle in these States. 

A number of the other States have fixed flat registration fees for trucks based 
upon designated weight groupings. In many of these States, the fee paid for 
progressive increases in weight, when computed on the basis of a rate per 
100 pounds, shows that heavy trucks pay a substantially higher rate per 100 
pounds of weight than do the lighter vehicles. The translation of fixed fees 
into a rate per 100 pounds of weight is illustrated in attachment II, which 
contains information concerning truck registration fees in California, Illinois, 
Louisiana, and Tennessee. 

The extent to which flat registration fees reflect increases in the rate of pay- 
ment as the weight of the vehicle increases can be shown in another manner. 
The rate of increase in the weight of vehicles can be compared with the rate 
of increase in registration fee. Attachment III, which contains information con- 
cerning truck registration fees in Kentucky, Missouri, Pennsylvania, Washington, 
and Wisconsin, makes such a comparison. To illustrate, in Missouri, a truck 
having gross weight of 6,000 pounds or less pays a $20 registration fee; and a 
truck with gross weight of 60,000 pounds (an increase of 10 times more than 
the lowest weight of 6,000 pounds) pays a $600 fee (which is 30 times greater 
than the fee paid by the 6,000-pound truck). To illustrate further, in Washing- 
ton, a truck with gross weight of 4,000 pounds pays a $4.50 fee; and a truck with 
36,000 pounds gross weight (9 times heavier than the lowest weight truck) pays 
a $370 fee (S82 times greater than the fee paid by the lowest weight truck). 
Attachment III contains additional details. 

Recognizing that there are differences in the weight groups, differences in 
use of unladen weight or gross weight, and differences in the rate at which 
truck registration fees are increased in heavier weight groupings, there are 
29 States which follow this general principle. Some of them have flat registra- 
tion fees for different weight groupings of trucks; others have flat registration 
fees plus designated amounts to be paid for each 100 pounds additional weight 
above the minimum weight for the particular group. 

In addition to the 8 States used as illustrations of this principle (California, 
Illinois, Kentucky, Louisiana, Pennsylvania, Tennessee, Washington, and Wis- 
consin), the other 20 States are: Alabama, Colorado, Georgia, Indiana, Iowa, 
Kansas, Maine, Maryland, Minnesota, Mississippi, Montana, Nebraska, New 
Mexico, North Dakota, Oklahoma, South Carolina, South Dakota, Utah, West 
Virginia, Wyoming. 


NO INCREASE IN RATE OF REGISTRATION FEE 


Only five States and the District of Columbia do not follow the principle of 
increasing the rate of truck registration fees with increased weight groupings 
of vehicles. These States are Idaho, Massachusetts, New Jersey, New York, 
and Rhode Island. 
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The District of Columbia bases its truck registration fees upon manufacturer’s 
shipping weight. On the other hand, the five States base their truck registration 
fees upon gross weight. No effort was made in this review to determine whether 
the registration fees in these five States do or do not result in an increase in the 
rate of the tax in relation to the increase in the unladen weight groupings of the 
trucks. However, as indicated earlier, Idaho and New York have weight-dis- 
tance taxes. Massachusetts has a motor vehicle excise tax, the proceeds of 
which go to the general fund. New Jersey and Rhode Island apparently have no 
such special taxes. 


ATTACHMENT I 


Fourteen States have expressly provided in their laws concerning registration 
of motor vehicles for a progressive increase in the rate of registration fee as the 
weight of the class of vehicle increases. The States which have such laws, and 
the minimum and maximum rates applicable thereunder, are listed below: 


Fee per 100 pounds 





State 
Minimum Maximum 

Arizona ! (unladen weight): 

SED... cpascntasedatcints srednndee tdi aitdiinNh Reng Resides $0. 35 $1. 00 

TTR estates cthcna iad na aat hs erases easdaeeds cd uadeaiaieeaiote ame aonaiaadeimnak aaa . 40 1.60 
Aateaienen (arene WETIE) — « - a5 nis in cn Sedbe sh chad sddotdnadaneteLcdAcees . 30 .70 
Dammbctiont * (orems welt) sod cai ccccsdecncsbabcedcde bis cdtisse wes . 30 - 50 
NGS © (NEG NE oii nena. Ree cbubmntastloncadiddanennenpotel . 35 - 46 
Florida * (unladen weight): 

EVM nn de ob ve dock edbdncdceee neste centesstse td chee .50 1.10 

Trailers and semitrailers: 

ae I aa cl ci Ml sn achat eh a aaaalin alate -25 1.50 
ae eee 1.00 2.00 

Daeiiben “eee WING) «5 cece ccddeckn ti didenedcde cds Bdckcsd .70 2. 25 
Nevad * (umlbodiow! Welgnt) .< -ecn hi hss Stee cB atk d- cates aessewese 1. 65 2.31 
SEO ETC IIE PDA . 35 -0 
North Carolina § (gross weight): 

pe RR Sem rer ars ee Fae See Tey eC Ie yee ree . 30 .80 

PRION RRCNE 55 ashi ick céudnsddvac ceeds stinlinn dabbhsedthn cites . 60 - 60 

I I sain ninitisdajscnicstcaenccnagi bins ainsteeiateneaea Aelia atlaainiababeniilis 75 1.40 
ne * See SD oe  aunitgriaenEacenscareton . 85 3. 25 
CONE 0 TUE I ib be Ba ed ck bbe bhi dine sds edd . -70 
Texas '! (gross weight): 

a a aa ta .40 - 90 

“ones As IO, oo se a ees . 30 - 65 
Wépmndns Wires WN oa 5k i See i ee gs | -70 1.15 
Vieginin (proms wel) « «3c. ccktkcenteic db gi ntthactaisee bile. den- dct -12 60 





! Total maximum fee on 2-axles is $1.20; on 3-axles $1.85. Commercial vehicles having an unladen weight 
under 2,900 pounds pay a flat fee of $2. Gross receipts tax also applies to all receipts except those derived 
from star route carriage of mails. 

2 Based upon pneumatic tires. Other rubber tires have higher rates. 

7 Minimum rate based upon first 5,000 pounds or less. aximum rate based upon excess over 5,000 
pounds in 500-pound units. 

4 Rates are trebled if vehicles are equipped with solid tires. This State also has a mileage tax. 

§ Michigan also has a graduated weight-distance tax. : 4 

* Applies only to for-hire carriers of property. It is in addition to a flat fee of $20 per unit, and to registra- 
tion fce paid by private vehicles. An aiternative mileage tax is available. ; 

7 Minimum fee comme to gross weights 4,000 pounds or less. Maximum fee applies to gross weights 
over 8,000 pounds. Higher fees charged for solid tires. 

§ For private trucks and contract haulers the minimum fee applies to gross weights not over 4,500 pounds, 
and maximum fee ——— to gross weights over 16,500 pounds. A 6-percent tax on gross receipts applies 
to franchise haulers; the amount payable is only the portion which exceeds the license tax. 

® Minimum fee applies to net weight of 2,000 pounds or less. Maximum fee applies to net weight over 
12,000 pounds. Ohio ulso has a graduated axle-mile tax for commercial vehicles. 

10 In addition, Oregon has a graduated weight-distance tax. 

" Diesel-powered vehicles pay 10 percent additional to regular fees. Minimum fee for trucks based on 
gross weight of 6,000 pounds or less, maximum fee based on gross weight over 31,000 pounds. Trailers 
and semitrailers—minimum 6,000 pounds, maximum over 17,000 pounds. Solid tires pay more. 

122 Minimum fee applies to 8,000 pounds or less; maximum fee to over 40,000 pounds. 

13 Minimum fee applies to gross weight of 10,000 pounds, or less; rate increases every 1,000 pounds of gross 
weight. Maximum fee applies to gross weight between 45,000 and 50,000 pounds. This State also has 
8 gross-receipts tax. 


ATTACHMENT II 


Some States have specified the exact fee to be paid by trucks in certain weight 
groupings. Expressed in terms of a rate per 100 pounds of weight, the rate of 
these fees also progressively increases with the weight of the truck. California, 
Illinois, Louisiana and Tennessee are illustrations of these States. 
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California 


Under California laws, 2-axle and 3-or-more-axle trucks pay a flat fee of $8 
plus the dollar amounts indicated below. When each dollar amount is translated 
into a rate per 100 pounds of truck, it shows the progression indicated. Cali- 
fornia also has a 3 percent gross-receipts tax which allows credits or refunds not 
to exceed one-third of the total motor-vehicle registration fees. 


| Fee expressed in terms 
of cost per 100 pounds 
for highest vehicle 
Unladen weight | shown 





2 axles 





zseee33 


OWI 


328223288 
5 


SSSSSS5Ee 
ss 


ss 
a 


mt OOO AI. Ow OO DD 


= 
“eS 


1l, ,000 pounds 
12,001 to 13,000 pounds 
13,001 to 14,000 pounds 
14,001 pounds and over 
14,001 to 15,000 pounds 
15,001 pounds and over 











1 Cost per 100 pounds is based upon total weight. 


Illinois 
Illinois has similar flat-weight registration fees, under which the rate of the 


fee progressively increases with the weight of the vehicle. Details concerning 
them are listed below : 


Fee expressed 
in terms of cost 
Gross weight Fee per 100 pounds 
for highest 
weight shown 
| 


3,000 pounds or less $0. 

3,001 pounds to 8,000 pounds 

8,001 pounds to 10,000 pounds 

10,001 pounds to 12,000 pounds 

12,001 pounds to 14,000 pounds 

14,001 pounds to 16,000 pounds_- 

16,001 pounds to 20,000 pounds 

20,001 pounds to 24,000 pounds (4 wheels or more) 

— unds to 36,000 pounds (4-wheel buses with balloon tires and hy- 
raulic) 

24,001 pounds to 28,000 pounds (4 wheels or more) 

28,001 pounds to 32,000 pounds (4 wheels or more) ....------------------------ 

32,001 pounds to 36,000 pounds (6 wheels or more) 

36,001 pounds to 41,000 pounds (6 wheels or more) 

41,001 pounds to 45,000 pounds (6 wheels or more) 

45,001 pounds to 50,000 pounds (8 wheels or more) 

50,001 pounds to 59,000 pounds (8 wheels or more) 

59,001 pounds to 72,000 pounds (10 wheels or more) 


i atin 


Drm eed et ed ek feet fet et et 





Louisiana 


Louisiana flat-rate truck registration fees permit somewhat lower rates for 
farm trucks, trucks hauling forest products, and trucks operating in cities only 
or within 7 miles of cities. Recognizing these exceptions, the State has adopted 
progressive increases in the rate of the registration fee for vehicles in private 
use or hauling gravel. It also has distinguished between private use and com- 
mon or contract carrier by doubling the fee for vehicles in the latter category. 
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Details listed below, apply to motortrucks, tandem trucks, tandem semitrailers, 
semitrailers and trailers in each weight grouping : 








Fee expressed in 
terms of cost per 
100 pounds for 
Private Common soos weight 
Gross weight use and and con- 
| gravel haul | tract carrier|— 
Common 
: and 
Private contract 
carrier 
ns OF OE... ic ntitsinsin RGamiccodurccachteoussenens $10 $20 0. 29 0. 57 
ee ee NE. 1. oa dddtdunnbewesbaetbenniaasen 20 40 .33 . 67 
UNE OO IIIS 5 ic ans ncnuccnccadnadesibibeneacaenme | 40 80 . 50 1.00 
ee 0 ee EO... 552... cn sdonbanbebuanaeeanmanns’ 60 120 . 60 1.20 
a Se ee 80 160 . 67 1.33 
ee a. ee See ee 100 200 71 1. 43 
Se Ob De NE onc n cea Rimenincndeameeinseans 120 240 . 75 1.50 
IK OW) TNS NE «an Salrncienn cnétbbctiaiassrideipanatinn 140 2380 .78 1 56 





Tennessee 


Tennessee has a graduated registration fee for property-carrying vehicles and 
imposes a greater fee on common and contract carriers. Details are as follows: 





Fee expressed in terms of 
| cost per 100 pounds for 

Prt Come highest weight shown 

‘ rivate an 
Class | Maximum gross weight vehicle contract " 

carrier i ommon 

phe and contract 
carrier 

i | Not over 8000 pound... ~~... ...s0n<nsnencesss $25 $35 0. 31 0. 44 
ee Ce SS aaa 45 70 -32 . 50 
ee OE aa | 125 200 . 69 1.11 
4 | 18,001 to 24,000 pounds............-.-.----.. . 240 315 1.00 | 1.31 
Bet ere 355 455 1.18 1, 52 
6 | 30,001 to 36,000 pounds._..-.......-.....------ 400 525 1.11 1. 46 
2s BERS 0e GAAP DON... . 0-5 n-ne nonce 435 560 1.04 1.33 
8 | 42,001 to 55.980 pounds.......-_......--------- 525 675 94 | 1. 21 


Note.—When operated within a municipality and 5-mile radius thereof (12-mile radius in city of 100,000 
or over) no vehicle or combination is registered at higher than class 4 private vehicle, 


ATTACHMENT III 


This attachment contains information concerning the registration fees for 
trucks in Kentucky, Missouri, Pennsylvania, Washington, and Wisconsin. It 
illustrates how much more the rate of payment increases than the rate at which 
the vehicle weight increases. 
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Kentucky 


471 


Kentucky registration fees for trucks show a progressive increase in the rate 
of payment as the gross weight of the truck increases. Details are described 


below: 


Gross weight (pounds) 


$10 
22 
25 
29 
32 
36 
40 
45 
50 
59 
71 
85 
101 
123 
150 





Rate of 


increase 
from initial low- 
est weight and fee 


Weight 


Fee 


DIN A Mom moo CoP NN 
2 ON OCH ONHONDHOOD 
Gr BD S 90 wa Or Ore om Go GP ND PO NO 
COWwrarFcOoOaoCancun 


— i 


In addition to the foregoing fees, the following fees must be paid if the gross 
weight exceeds 18,000 pounds: 


Gross weight (pounds) 


Rate of increase 
from initial low- 
est weight and fee 


Fee 


Weight 


1 

1. 26 
1.45 
1. 69 
1.95 
2. 21 
2. 54 
3. 00 


Common and contract carriers of property also must pay excise taxes as noted 


below: 


Gross weight 


(pounds) Fee 


0 to 5,000 

5,001 to 8,000_...-.---| 
8,001 to 10,000... .-_-| 
10,001 to 12,000. 

12,001 to 14,000_-- 
14,001 to 16,000_.-_- 
16,001 to 18,000 

18,001 to 21,000 


| Rate of increase 


from initial low- | 


est weight and fee 


| Weight Fee 


| 


Pee 
PON NNN 


Gross weight 
(pounds) 


| 21,001 to 24,000. 


24,001 to 27,000__---- 


27,001 to 30,000_ 
| 30,001 to 33,000_-- -- 


33,001 to 36,000. _-_- : 
36,001 to 39,000 
39,001 to 42,000 


Rate of increase 
from initial low- 
est weight and fee 


Wei 


Fee 
6. 00 
7. 32 
8.41 
9. 45 
10. 68 
12. 36 
13. 64 
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Missouri 


Missouri truck registration rates, based wpon gross weights, provide a reduced 
rate for trucks, the operations of which are confined solely to a mnuicipality and 
not more than 25 miles therefrom. Subject to that exception, the registration 
rate for trucks is shown below: 


ont. Th ; | 
Rate of increase || | Rate of increase 

from initial low- || | from initial low- 

Gross weight ee est weight or fee || est weight or fee 
(pounds) : i a b cceiinatdsiticadsintten 

| Weight | Weight | Fee 





6,000 and less $20 | 

6,001 to 12,000... -- 30 

12,001 to 18,000__-----| 50 é 

18,001 to 24,000__..---| 80 || Over 54,000 (assume 
24,001 to 30,000. 130 : .5 || 60,000) 

30,001 to 36,000_-- 200 B .0 | 


Pennsylvania 


Pennsylvania registration fees are based upon the number of wheels on a 
truck, truck-tractor, semitrailer or trailer, and upon the kind of tires used. 
Although higher rates are indicated for cushion and solid tires, the rates listed 
below apply to gasoline-propelled trucks with pneumatic tries, and to semjtrailers 
and trailers with pneumatic tires. The progressive rute of increase in the 
weight of eech unit and of the tax rate also are shown: 


TRUCKS AND TRACTORS, 4WHEELED 
7 





Rate of increase from 
| initial lowest weight 


Classification | ae 


| Weight | Fee 


8 
a 


3383888 


Bs Se I I wicks ccececcddocceeeencnsecueas 
S—over 2,000 to less than 3,000 

T—over 3,000 to less than 4,000 

U—over 4.000 to less than 5,000 

V—over 5,000 to less than 6,000 

W—over 6,000 to less than 7,500 

Y—over 7,500 to less than 9,000 

Z—9,000 and over 


SRSERR 
PRONE 
Sasssss 
NPA Per 
NSRISZs 


os 





RZ—over 2,000 to less than 3,000 
SZ—over 3,000 to less than 4,000 
TZ—over 4,000 to less than 5,000 
UZ—over 5,000 to less than 6,000 
VZ—over 6,000 to less than 7,500 
W Z—over 7,500 to less than 9,000 
YZ—over 9,000 to less than 12,000 


SSEsIKs 





RX—over 3,000 to less than 4,000 
SX—over 4,000 to less than 5,000 

T X—over 5,000 to less than 6,000 
U X—over 6,000 to less than 7,500 
V X—over 7,500 to less than 9,000 
W X—over 9,000 to less than 12,000 
Y X—over 12,000 to less than 13,500 
ZX—over 13,500 





HIGHWAY 


REVENUE 


ACT OF 


SEMITRAILERS, 2-WHEELED 





Net weight (pounds) 


Less than 1,000___- 


1,000 to less than 2,000__..__- 


2,000 to less than 3,000 
000 to less than 4.000 


4,000 to less than 5,000__...-- 


5,000 to less than 6,000 
6,000 and over 


Rate of increase from 
initial lowest weight 
grouping or fee 


Fee 


Weight 


$5. 00 
10. 00 2 
15. 00 3 
25. 00 4 
30. 00 5 
45. 00 6. 
70. 00 


1.00 
UO 
00 
00 
oo 
00 


£1.00 
2.00 
3. 00 
5. 00 
1. 00 


TRAILERS OR SEMITRAILERS, 4-WHEELED, : 


Less than 1,000_.........-- 
1,000 to less than 2,000 
2,000 to less than 3,000 
3,000 to less than 4,000-_- 
4,000 to less than 5,000__-.- 
5,000 to less than 6,000 
6,000 and over 


j 


} 





6-WHEELED, 3 AXLES 


Tee SI a cee ee eA RL 


3,000 to less than 4,000 
4,000 to less than 5,000--... 
5,000 to less than 6,000 
6,000 to less than 7,000 
7,000 to less than 9,000 
9,000 and: over 


Washingtom 





The State of Washington has a flat registration fee of $5 for trucks and truck- 
tractors, plus capacity fees based upon maximum gross weight as shown below. 
The rate of weight increase and the comparable rate of increase in the regis- 
tration fee also are shown: 





Maximum gross weight (pounds) 


Rate of increase from 
initial lowest weight 
or fee 


Weight 





Up to 4,000 

6,000 to 8,000 

10,000 to 12,000 

14,000 to 16,000 

18,000 to 20,000 

22,000 to.24,000-. _- 
26,000 to 28,000... - 
30,000 to 32,000._.....__- 
34,000 to 36,000... - 


$4. 50 l 
DO ; 
SO 


Vehicles using other than gasoline pay 25 percent more than above-weight 
fees in addition to motor fuel taxes. 
A similar progressive increase in the rate of registration fee also applies to 
trailers, semitrailers and pole trailers. 
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Wisconsin 
Wisconsin also has a progressively increasing rate in its registration fees for 


trucks and tractors with increased weight of vehicles. Extracts from the 
Wisconsin fees are as follows: 





Rate of increase from 
initial lowest weight 


Gross weight (pounds) grouping or fee 


Weight -Fee 


,001 to 24,000 
28,001 to 30,000 
40,001 to 42,000___..__.____- 
46,001 to 48,000__....____- 
52,001 to 54,000 
58,001 to 60,000 
64,001 to 66,000 
66,001 to 68,000 


RBSSSeSeene 
@oocoococooccoco 
SRESSES Sap 
SSERSRBSSSS 








APPENDIx C 
Wuy Heavy Trucks SHOULD PAy HiGHER TAx RATES 
American Automobile Association, Washington, D. C. 


The AAA motorists’ program for better highways sets forth a plan for 
financing an expanded, balanced Federal-aid highway construction program 
based on equity for all users. 

A key principle of the AAA plan is that there should be a rate differential 
as between passenger cars and light trucks on the one hand and heavy trucks 
on the other, so that heavy trucks would bear more nearly their proper share 
of road costs. 

Spokesmen for the heavy trucks say that increases should be across the board 
applying equally to all vehicles, regardless of size or weight. 

Here are the reasons why heavy trucks should pay a higher rate: 

There are about 57,500,000 passenger cars and light trucks both of which would 
bear the same rates under the AAA program. There are about 3,500,000 heavy 
trucks, or less than 6 percent of all vehicles, which would be called upon to 
pay a somewhat higher rate. 

Any tax schedule which does not provide a rate differential for the heavy 
trucks would do a grave injustice to the owners of the 57,500,000 passenger 
cars and light trucks because: 

All of the taxes discussed in the AAA proposal are deemed to be a measure 
of highway use. The special tax rates for large trucks have been proposed in 
an effort to bring the contribution of large trucks toward the Federal-aid high- 
way program closer to their fiscal responsibility in this field. 

Several recent studies made of highway-improvement costs have brought 
out that highways designed solely to serve passenger cars and light trucks 
could be constructed at substantially less cost than similar roads designed 
to accommodate large trucks as well as the passenger cars and light trucks. 
These studies can be illustrated by the following: 

In 1948, a subcommittee of the California Legislature estimated the cost of 
all highway contracts designed and let to construction by that State in 1947 
at $43,600,000. It was found that the cost of these highways would have been 
$35,700,000 had they been designed for light vehicles only. Hence, heavy 
vehicles were directly responsible for $7,900,000 of the costs of these particular 
projects. According to the report, heavy vehicles should have paid all of this 
37,900,000 ; and these heavy vehicles also should have contributed to the ordinary 
joint costs of highway construction as reflected by ton-miles of use. According 
to that California study, heavy vehicles, which were then paying less than 35 
percent of the total cost of highways in that State, should have paid about 52 
percent of the cost of those particular highways. This study classified’ a vehicle 
having an axle load of 8,000 pounds as a heavy vehicle. 
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In a similar study made by the Oregon Legislature in 1947, it was determined 
that because of their own needs, vehicles weighing more than 4,000 pounds 
should pay for one-third of the total highway construction cost, plus an allocation 
of joint costs. 

A report on Financing Modern Highways for Michigan made to the Michigan 
State Legislature in December 1955 pointed out that vehicles other than pas- 
senger cars pay about 33.5 percent of all user taxes, and recommended that 
the share paid by heavy vehicles be increased. That report referred to recent 
studies made in three States (Ohio, Minnesota, and Louisiana) which indicate 
that “on the most important and costly segment of the highway system in each 
State, heavy axles were found to be responsible for 48 to 57 percent of the 
pavement construction costs.” In Ohio, according to that report, 24 percent 
of highway maintenance costs were found to have no relationship to size and 
weight, but 60 percent of the remaining 76 percent of maintenance costs on 
Ohio main highways (or 46 percent of the total cost of maintaining those high- 
ways) was attached solely to heavier axles. 

The foregoing and related studies demonstrate the reasonableness and sound- 
ness of the AAA proposal that large trucks should contribute a greater share of 
the Federal excise taxes which form a measure of highway use than they are 
now contributing. Estimates indicate that large trucks are now paying 23.2 
percent of these taxes. Under the AAA financial proposal that would be in 
creased to 26.2 percent. 

This suggested increase is also supported by the fact that all of the 48 States 
have made provision in their laws which require heavy vehicles to contribute 
more into State revenues than is represented by automotive fuel taxes. These 
additional contributions are being made through one or more of several means: 
graduated rates in registration fees hased upon the weight of the vehicle: by 
weight-distance taxes; by ton-mile taxes: or by other legislation designed to 
accomplish the same ends. Since the Federal Government is expected to pay 
90 percent of the cost of improving the Interstate System, it is reasonable to 
require that heavy vehicles—which will be the primury beneficiaries from an 
improved Interstate System—should pay somewhat nearer their proportionate 
share of the cost of its improvement than they would be paying under the exist- 
ing tax structure or by across-the-board increases. 

A great many highway studies, in a number of States, have been concerned 
with the needs and financing of State highway systems. Insofar as we have 
been able to determine, all of the reports listed have two things in common: (1) 
they point out that highway needs far exceed existing highway facilities, and 
(2) every financial study recommends that increased contributions should be 
obtained from heavy vehicles. 

A principal feature of the AAA proposal is an increase in the share of Federal- 
aid highway costs being borne by large trucks so that the contribution of these 
trucks will be closer to their fiscal responsibility. Vehicles using diesel fuel 
all fall within the large truck category. A diesel-burning large truck gets 
about 40 percent more miles per gallon than a gasoline-burning truck of the 
same weight. Also, including taxes, the cost of diesel fuel is about two-thirds 
of the cost of gasoline. Therefore, a substantial increase in the Federal tax 
on diesel fuel would be one of the means of having large trucks come nearer 
to paying for the added cost of the highway facilities they require. 


APPENDIx D 


QUESTIONS AND ANSWERS ABOUT THE AAA Mororisis’ ProcrRaM For Berrer 
HIGHWAYS 
American Automobile Association, Washington, D. C. 


Question 1 
What does the AAA mean in using the term “a balanced program”? 
Answer 


As we are using it, the term “a balanced program” is intended to convey the 
following thoughts: 


(1) The program is balanced in providing for accelerating the improvements 
not only of the interstate system, but of all Federal-aid systems. 


73749—_56——-31 
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(2) Being on a pay-as-you-go basis, the program is balanced from the stand- 
point of revenues and expenditures. Under the pay-as-you-go concept, any 
reduction in the financing period obviously will require increases in the tax 
rates being proposed. 

(3) The suggested tax increases are intended to bring the large trucks’ share 
of Federal aid highway costs closer.to what their use of the highways means in 
construction and maintenance expense—thus more nearly a balance as between 
user contributions. 


Question 2 
How does the rate for improving the interstate system, as recommended by 


AAA, compare with the rates proposed last year in H. R. 7474, the Fallon bill, 
and 8. 1048, the Gore bill? Why does AAA adopt its proposal? 


Answer 
{In thousands} 


(H. R. 7474) (S. 1048) 
Fallon bill | Gore bill 


n 


SPNPNNPNPNNE HS 


32858 


S 
S 


5255355 
g 


222335 


(*) 


! The bill contains a declaration of intent to complete the Interstate System promptly. 

2 Under AAA’s proposal, Congress would review the program in 1961 and again in 1966 and determine 
rate for further acceleration. However, the tax rates which AAA proposes are sufficient to complete con- 
struction of the Interstate System under a 15-year authorization program and to provide for concurrent 
increases in other Federal-aid work. 


The AAA schedule is based on what is believed to be a reasonable rate of in- 
crease in construction that can be efficiently handled by the Bureau of Public 
Roads, the State highway departments, and the construction industry. It 
does not contemplate a “crash-type” program which might lead to inadequate 
planning, possible waste, and increased costs. 


Question 3 


Most Federal-aid highway acts are based upon 2-year authorizations. On the 
other hand, some groups think that provision should be made in one bill for com- 
pletion of the Interstate System. Why did AAA choose the 5-year periods? 


Answer 


There are seven reasons cited in the publication describing the AAA motorists’ 
program for better highways (see pp. 4and 5). In brief, these are: 

(1) Long-range predictions are likely to be inaccurate. 

(2) Technological improvements may change financing concepts. 

(3) Assurance of 5-year increments to a 15-year program would enable con- 
tractors to spread equipment depreciation. Stabilized equipment rental rates 
would result. The three-part program would also promote technological im- 
provements in equipment use, and, hence, economies. 

(4) Construction costs may vary considerably over an extended period. 

(5) The overall program would enable highway departments to improve their 
personnel situation greatly. 

(6) The Congress should reserve to itself the reviewing of all aspects of the 
program at stated intervals so that it can make any desirable adjustments. 


(7) Test-road research and other studies may warrant revisions in both design 
and monetary policies. 
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Question 4 
Why does AAA support pay-as-you-go financing? 
Answer 


A Presidential veto can be expected of any highway bill which calls for a 
substantial increase in Federal aid moueys above the amounts authorized in 
1954, unless provision also is made for additional revenues to finance the overall 
program. Furthermore, responsibility for the presently muddled highway situ- 
ation must be accepted by this generation. In the AAA proposal, we are 
trying to have highway construction catch up with the demands for good roads 
which we ourselves have created. If pay-as-you-go financing of urgently needed 
highway improvements cannot be undertaken during a period of high production 
and prosperity, when can it be done? 


Question 5 


How do the tax increases recommended by AAA compare with the tax pro 
posals in H. R. 7474, the Fallon bill, that was defeated last year? 


Answer 
The information is as follows: 





Tax rates 


proposed 
| Bic ay | im Fallon Tax rates 
Existing tax) pin, H.R. | proposed 
. 7474, asre- | by AAA 
ported by 
committee 


Cents Cents 
Gasoline__._._-- es aie gallon : ‘ 


Di er bet . : do__._| 
Tires: 

45 pounds and over .... pound __} 

Leg than 45 pounds..._............ do 
Inner tubes: 

Fortires of 45 pounds and over_ ...do 

For tires of less than 45 pounds. ; <2 
Camelback: 

For tires of 45 pounds and over -__ do 

For tires of less than 45 pounds____. do_. 
Lire i tin de coees cht nosecen : oS gallon 


! Only 2 cents per gallon for nonhighway use, 
28 cents per pound on medium tires. 


Question 6 


Why has AAA proposed only a 144-cent per gallon increase in the Federal gaso- 
line tax particularly since other croups favor a 1-cent increase? 


Answer 


The entire tax structure which AAA recommends is based upon revenues 
needed to achieve its program objective. The AAA balanced program, which 
covers 18 years of financing, can be completed with only a %4-cent per gallon 
increase on gasoline. 

The fiscal aspects of this program are based upon progressively increasing 
revenues from the tax sources indicated over the entire 18-year period, with less 
than 44 percent of the entire yield expected during the first 9 years. To show 
the effect of changing the length of financing period, suppose the total period 
was to be 9 years instead of 18. This would mean that the suggested tax rates 


would have to be more than doubled to keep the program on a pay-as-you-go 
basis, 


Question 7 


How much is the average passenger-car or small-truck owner now paying in 
Federal excise taxes on gasoline, tires, and Inbricating oil: and how much more 
would he pay under the AAA proposal? 


lnswer 


The average passenger-car and small-truck owner is now paying about $18.2: 
annually in those Federal excise taxes which we consider a measure of road 





HIGHWAY REVENUE ACT OF 1956 


use, or about 1.8 mills per vehicle-mile. Under the AAA proposal, this sum would 
be increased about $4.37 annually, or less than one-half mill per vehicle-mile. 
This answer is based on the following assumptions: 

(1) The average passenger car and small truck travels 10,000 miles per year. 

(2) It gets 13.5 miles per gallon of gasoline. 

(3) The average automobile and small truck tire weighs about 30 pounds. 

(4) The tires are good for 20,000 miles, or 2 years of travel. 

(5) Six quarts of lubricating oil are changed every 2,000 miles, or 5 oil changes 
a year. 

A breakdown of these present and proposed annual costs is: 


Present | Proposed 


Gasoline... Le ; ; $14. 80 | $18. 50 
Tires 3 ats tq bein onan nem sch aad s 3. 00 
Lubricating oil. _- pb iindii dee kb chan nnenb eh Badr eeceada aaa ae aeiae 45 


Wi inicnccctideccandsuebengceeeneasdeddned sear 


| 





If the Federal excise tax on gasoline should be increased to a total of 3 cents 
per gallon, the average passenger car and small truckowner would pay about 
$26.32 per year, calculated as above. 

Question 8 


Why does the AAA proposal make a distinction between “large trucks” and 
other motor vehicles, and between the tax rates on “large tires and tubes” 
and the tax rates on other tires and tubes? 


Answer 


All of the taxes discussed in the AAA proposal are deemed to be a measure 
of highway use. The special tax rates for “large trucks” have been proposed 
in an effort to bring the contribution of large trucks toward the Federal aid 
highway program closer to their fiscal responsibility in this field. Several recent 
studies made of highway improvement costs have brought out that highways 
designed solely to serve passenger cars and light trucks could be constructed 
at substantially less cost than similar roads designed to accommodate large 
trucks as well as the passenger cars and light trucks. These studies can be 
illustrated by the following: 

In 1948, a subcommittee of the California Legislature estimated the cost of all 
highway contracts designed and let to construction by that State in 1947 at 
$43,600,000. It was found that the cost of these highways would have been 
$35,700,000 had they been designed for light vehicles only. Hence, heavy vehicles 
were directly responsible for $7,900,000 of the costs of these particular projecis. 
According to the report, heavy vehicles should have paid all of this $7,900,000; 
and these heavy vehicles also should have contributed to the ordinary joint costs 
of the cost of those particular highways. This study classified a vehicle having 
California study, heavy vehicles, which were then paying less than 35 perceut 
of the total cost of highways in that State, should have paid about 52 perceni 
of the cost of those particular highways. This study classified a vehicle having 
an axle load of 8,000 pounds as a heavy vehicle. 

In a similar study made by the Oregon Legislature in 1947, it was determined 
that because of their own needs, vehicles weighing more than 4,000 pounds 
should pay for one-third of the total highway construction cost, plus an allocation 
of joint costs. 

A report on Financing Modern Highways in Michigan made to the Michigan 
State Legislature in December 1955 pointed out that vehicles other than pas- 
senger cars pay about 33.5 percent of all user taxes, and recommended that the 
share paid by heavy vehicles be increased. That report referred to recent studies 
made in three States (Ohio, Minnesota, and Louisiana) which indicate that 
“on the most important and costly segment of the highway system in each 
State, heavy axles were found to be responsible for 48 percent to 57 percent of 
the pavement construction costs.” In Ohio, according to that report, 24 per- 
cent of highway maintenance costs were found to have no relationship to size and 
weight, but 60 percent of the remaining 76 percent of maintenance costs on 
Ohio main highways (or 46 percent of the total cost of maintaining those 
highways) was attached solely to heavier axles. 
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The foregoing and related studies demonstrate the reasonableness and 
soundness of the AAA proposal that large trucks should contribute a greater 
share of the Federal excise taxes which form a measure of highway use than 
they are now contributing. Estimates indicate that large trucks are now 
paying 23.2 percent of these taxes. Under the AAA financial proposal that 
would be increased to 26.2 percent. 

This suggested increase is also supported by the fact that all of the 48 
States have made provision in their laws which require heavy vehicles to con- 
tribute more into State revenues than is represented by automotive fuel taxes. 
These additional contributions are being made through one or more of several 
means: Graduated rates in registration fees based upon the weight of the 
vehicle; by weight-distance taxes; by ton-miles taxes; or by other legislation 
designed to accomplish the same ends. Since the Federal Government is ex- 
pected to pay 90 percent of the cost of improving the Interstate System, it is 
reasonable to require that heavy vehicles—which will be the primary benefici- 
aries from an improved Interstate System—should pay somewhat nearer their 
proportionate share of the cost of its improvement than they would be paying 
under the existing tax structure or by across-the-board increases. 

Additional information on this subject can be found in highway studies listed 
in Circular 287 published by the Highway Research Board of the National 
Academy of Sciences, National Research Council, in August 1955. That cir- 
cular contains a bibliography of reports on a great many highway studies, in 
a number of States, which have been concerned with the needs and financing 
of State highway systems. Insofar as we have been able to determine, all of 
the reports listed have two things in common: (1) They point out that high- 
way needs far exceed existing highway facilities; and (2) every financial study 
recommends that increased contributions should be obtained from heavy vehicles. 


Question 9 


What is the total registration for motor vehicles in 1955 and how does it break 
down between classes of vehicles? 


inswer 


A preliminary estimate by the Bureau of Public Roads, dated August 28, 1955, 
contains the following information: 

Total registered 

50, 774, 000 

BBB GR aie ieee ain tin oii ncaa hag ec ncngherscpliinennaity 9, 641, 000 


Buses 140, 000 


Total ._--. 60, 555. 000 
Notre.—This total does not include Government-owned vehicles. 


Using rounded figures a breakdown of the 9,641,000 trucks according to gross 
weights is as follows: 
TABLE I 
Pounds Number 
S,000 and under scallion |G ae 
8,001 to 10,000 2S 703, SOO 
10,000 to 1: 
12,001 to 771, 300 
16,001 to : 482, 000 
20,001 to : 260, 300 
24.000 to ; ae 144, 600 
30,001 to 40,000____ eS 231, 300 


Over 40,000 eee 260, 300 


57S, 500 


Total _ 9, 641, 000 


Classified according to type of trucks, these 9,641,000 trucks are distributed as 
follows: 


TABLE II 
Pounds 


Single truck units: Number 
Panel and pickup __.__. §, 062, 000 
Other 2-axle, 4-tire of 964, 000 
2-axle, 6-tire _. 2,893, 000 

191, 000 
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Combinations: 
Tractor-semitrailer 
Truck-trailer 


PE reac es bene each: eae siphon dh cian tates athe oe 9, 641, 000 
Question 10 


What is meant by the term “large truck?” How does the large truck fit into 
the classification of vehicles? 


Answer 


Available data do not show the specific answer to the question in any precise 
form of classification. For the purpose of making computations, we used the 
weight of the tire which a truck normally uses in determining whether the 
truck is a large truck. A truck which uses a tire weighing 45 pounds or more 
is regarded as a large truck. A truck which uses a tire weighing less than 
45 pounds is regarded as a small truck. 

For example, table I of the answer to question 9 lists trucks according to 
gross weight. All trucks having a gross weight of more than 10,000 pounds 
normally use large tires, and all trucks having a gross weight of 8,000 pounds 
or less normally use small tires. However, some of the trucks in the 8,000 to 
10,000-pound category use large tires and others use small tires. A 2-axle, 
4-tire truck in this 8,000- to 10,000-pound grouping probably would have large 
tires on only its rear wheels. A 2-nxle, 6-tire truck in this grouping, with 4 
tires on rear wheels, probably would have small tires on all its wheels. How- 
ever, a 2-axle, 6-tire truck in the 10,000- to 12,000-pound category (or any 
heavier truck) probably would have large tires. 

Table II of the answer to question 9 is not arranged in categories which 
provide a precise large-truck classification, nor do the sources from which it 
was prepared supply the specific details. 

There are certain generally accepted observations which can be stated from 
these tables and their source data. From the standpoint of table I (see 
answer to question 9), these general observations are that: 

(1) All trucks having a gross weight of 8,000 pounds or less use small tires. 

(2) Some trucks having a gross weight of 8,000 to 10,000 pounds use 
small tires—others use large tires. 

(3) All trucks having gross weight of 10,000 pounds and over use large tires. 

From the standpoint of table II (see answer to question 9), the general ob- 
servations are: 

(1) Panel and pickup trucks use small tires. 

(2) Some 2-axle, 4-tire trucks use small tires—others use large tires. 

(3) Some 2-axle, 6-tire trucks use small tires; others use large tires. 

(4) All 3-axle trucks and combination units use large tires. 

From these general observations, and from the number of trucks listed in 
each category shown in tables I and II above, it is generally accepted in highway 
transportation circles that only one-third of all the trucks use large tires and 
that two-thirds of them use small tires. 

This distinction is very important. Under the tax increases being suggested 
by AAA, the distinction means that the Federal tax on tires, tubes, etc., will be 
the same for practically all of the delivery trucks (milk, farm, bakery, cleaning 
establishments, etc.) as it is on passenger cars. Only large trucks, which 
represent about one-third of all the trucks (or about 6 percent of all motor 
vehicles) would be required to pay the higher tax rates on the items indicated. 


Question 11 


Why does AAA recommend a 100 percent increase in the Federal excise tax 
on diesel fuel and only a 25 percent increase in the tax on gasoline? 


Answer 


A principal feature of the AAA proposal is an increase in the share of Federal- 
aid highway costs being borne by large trucks so that the contribution of these 
trucks will be closer to their fiscal responsibility. Vehicles using diesel fuel 
all fall within the large truck category. A diesel-burning large truck gets about 
40 percent more miles per gallon than a gasoline-burning truck of the same 
weight. Also, including taxes, the cost of diesel fuel is about two-thirds of the 
cost of gasoline. Therefore, a substantial increase in the Federal tax on diesel 
fuel would be one of the means of having large trucks come nearer to paying for 
the added cost of the highway facilities they require. 
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Question 12 


The AAA proposal showing estimated yields on selected automotive excise 
taxes indicates that large trucks puy 20 percent of the total Federal gasoline 
tax. On what is this proportion based? 


Answer 


According to a Bureau of Public Roads report, large trucks paid slightly less 
than 20 percent of State gasoline taxes in 1952. (See table 7, p. 25, Public Roads, 
June 1954.) Since this figure was computed on overall gasoline consumption, 
the trucks would pay the same proportion of Federal gasoline taxes. The pro- 
portion of large trucks to the total vehicles registered has not changed materially 
since 1952. 

In our computations, we first summarized the taxpayments of the following 
classes of vehicles: 2-axle, 6-tire; 3-axle; tractor-semitrailer and truck-trailer 
combinations. Except for number of the 2-axle, 6tire trucks which use tires 
having a weight of less than 45 pounds, these classes of vehicles are considered 
large trucks. The 20 percent estimate is deemed to be reasonable. 


Question 13 


Why is AAA opposed to reimbursement to States for sections of the Interstate 
System which already have been completed to adequate standards? Does this 
AAA policy apply equally to toll roads and to free roads? 


Answer 


Yes. The AAA opposition to reimbursement for sections of the Interstate 
System which already have been completed applies equally to toll roads and 
free roads. There are many reasons why such reimbursements are undesirable. 
The following points, while not intended to include all objections, summarize 
the major reasoning behind the AAA’s views. 

(1) In States where either toll or free roads already have been constructed 
to Interstate System standards, these highways were built because they were 
then needed. 

(2) There are many variables in this problem that can never be equalized. 
For example, the cost of construction per mile in Florida is different from the 
cost of construction per mile in Maine, Oregon, or Minnesota. 

(3) The question can be compared with financing a State highway system. 
It cannot be built by equal allocations to counties, nor can it be built by reimburs- 
ing counties for improvements made with county funds in past years. 

(4) In the type of legislation being considered, it is basically unsound to 
make provisions of law retroactive. There are also involved many technical and 
administrative questions, such as the decision as to whether the route as 
constructed meets the approved standards. 

(5) There is a serious question as to what a State receiving reimbursement 
may do with the money it would receive. 


Question 14 


Why is AAA opposed to refunds of Federal gasoline taxes to any particular 
group of gasoline users? 


Answer 


There are many reasons why refunds of the Federal excise tax on gasoline 
are not desirable. Listed below are a few which might suggest others: 

(1) Refunds granted to a single group would serve as a precedent for having 
other groups seek similar action. For example, if farmers—who are extensive 
highway users and derive substantial benefits from good highways—are granted 
an exemption for agricultural use of gasoline, other groups may seek similar 
action. To illustrate, airlines and other aeronautical interests, motorboat op- 
erators, off-the-road operators of vehicles and other gasoline-using equipment, 
logically could claim exemption. Like the farmer, all of these interests are de- 
pendent upon and benefit from good highways. City-owned transit companies 
also could seek exemption on the theory that they are performing a governmental 
service. Once the door to refunds or exemptions is even partially opened for 
any particular group or interest, there would be no end to the procession seeking 
free admission. 

(2) The proposal now before the Congress, that agricultural use of gasoline 
be exempted, would offer very little assistance to the small farmer who actually 
is the one in real need of assistance. As compared with the large farm operator, 
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the small farmer’s use of gasoline-driven equipment is very limited. A farmer 
using only 1,000 gallons of gasoline per year for agricultural purposes would 
save only $20 a year at a 2 cents per gallon tax; $25 a year at a 24% cents per 
gallon tax; or $30 a year at a 3 cents per gallon tax. Any refund of this kind, 
or even doubling it if the farmer should use 2,000 gallons of gasoline annually 
for agricultural purposes, still would not provide any appreciable measure of 
relief for the small farmer. 

(3) The administration of such a refunding program would be costly. In the 
proposal now being considered, this cost either would reduce the $60 million 


available for helping the farmers, or impose additional costs upon the Federal 
Treasury. 


Question 15 


Some groups have suggested the desirability of having Congress separate regu- 
lar Federal-aid highway legislation from the proposal to improve the Interstate 
System. Why does AAA insist upon a one-package bill? 


Answer 


The Interstate System is merely a part of the Federal-aid primary highway 
system. All action heretofore taken by Congress with respect to the Interstate 
System has been in regular Federal-aid highway bills. Any separation of one 
from the other now could readily result in a situation under which the regular 
Federal-aid highway bill would be enacted, with the bill for improving the Inter- 
state System being defeated. The public interest requires the past tradition of 


having a one-package deal on Federal aid highway legislation should continue 
in the future. 


(At the request of Mr. Boggs, the CED report is inserted, and is as 
follows :) 


MODERNIZING THE NATION’s HIGHWAYS 


A statement on national policy by the Research and Policy Committee of the 
Committee for Economic Development, January 1956 


INTRODUCTION 


For the first time in many years the Nation’s highways have become the 
subject of active public debate. From this debate two facts stand out: 

1. There is general agreement on the need for a stepup in the rate of highway 
construction. 

2. There is disagreement about how much construction is needed and particu- 
larly about how to pay for it. 

So far these disagreements have prevented a beginning on the acceleration of 
highway construction that everybody agrees to be necessary. 

Several issues of major importance must be decided before disagreement on 
highway policy can be overcome: 

How should the need for highway construction be measured? 

How should responsibility for highway improvement be divided among 
the various levels of Government? 

How should the costs of highway construction be divided between the 
general taxpayer and the highway user? 

To the extent that users pay, how much should be collected through the 
gasoline tax? Taxes on tires? Taxes on autos, trucks, and buses? Or 
from other highway-user charges? 

Should highways be paid for as they are being built or over a longer period? 

Should governmental bodies borrow to meet highway construction costs? 

In this policy statement we discuss these issues in the hope of contributing 
to agreement on financing methods that will permit a speedy start on a highway 
improvement program. 

I. THE HIGHWAY SYSTEM 


In 1920 there were 9 million motor vehicles regeistered in the United States. 
Today there are about 60 million. By 1965, conservatively, there will be 81 
million. 

In 1920, Americans were only traveling one-tenth of the half-trillion vehicle- 
miles they will travel this year. By 1965, conservatively, they will be traveling 
800 billion vehicle-miles each year. (See chart I.) 
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ON ALL ROADS AND STREETS, BY YEARS 
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This is one very simple way of measuring the automotive revolution we are 
living in. In dollars-and-cents terms it has been estimated that the Nation is 
spending about $40 billion each year just to get people and things moving from 
place to place by motor transport. This expenditure represents more than one- 
tenth of all the goods and services produced in the Nation each year. 

All of this is happening on the superhighways, roads, and streets which make 
up the Nation’s highway system. 

Actually, the Nation’s highways form not one but many systems. There are 
city, county, and township systems, State systems, and three different federally 
aided systems. The bulk of the mileage falls within the State and local systems, 
but the most heavily traveled roads, including most urban access and bypass 
roads, fall within one or more of the federally aided systems. Largely because 
getting into, out of, and around our major cities is one of the most serious high- 
way problems we have, the most urgent need for highway improvement is on the 
federally aided systems. (The problem of congestion on our city streets, as we 
shall show later, involves considerably more than road improvements. ) 

Congress realized early that American agriculture, industry, and defense 
requirements were going to become very closely geared to motor transportation. 
In the Federal Highway Act of 1916 Congress authorized the Department of 
Agriculture’s Office of Public Roads and Rural Engineering, forerunner of the 
present Bureau of Public Roads, to work out with the States two Federal-aid 
road systems on which the Federal Government would share the costs of 
improvements. 

The first, or Federal-aid primary system, consists today of 234,407 miles of 
roads connecting all of the principal cities, county seats, ports, manufacturing 
areas, and other traffic-generating areas in the Nation. The second, or Federal- 
aid secondary system, consists of feeder roads linking the farms and smaller 
communities of the Nation with the primary systems. This second system has 
come to be known as the farm-to-market system. 

Since work began on the planning and development of these two systems in 
1921, construction costs have been shared approximately 50-50 between the 
States and the Federal Government. The Federal Government’s total annual 
contribution to each State has been determined by an apportionment formula 
in which land area, road mileage, and population are the determining factors. 

The Federal contribution to improvements on these systems has been strictly 
limited to grants for engineering, construction, and right-of-way acquisition. 
The Bureau of Public Roads, now housed in the Commerce Department, func- 
tions as a coordinator of the various State highway programs and sets standards 
of construction on the federally aided systems. All responsibility for actual 
construction and for operating the roads—for maintaining them and policing 
them—remains with the States. 

In 1944 Congress asked the Bureau of Public Roads to make a third designa- 
tion of federally aided roads—the Interstate System. Congress specified that 
this system should not exceed 40,000 miles and should, in Congress’ own words, 
“eonnect by routes as direct as practicable, the principal metropolitan areas, 
cities and industrial centers, to serve national defense, and to connect at suitable 
border points with routes of continental importance in the Dominion of Canada 
and the Republic of Mexico.” All of this mileage has now been designated by 
the Bureau of Public Roads. (See map.) 

The Interstate System, actually a selection of the main routes on the Federal- 
aid primary system including the most heavily traveled urban access and bypass 
roads, has become the focal point of Federal concern with highways in recent 
years. While consisting of only 1.2 percent of the whole highway mileage, the 
Interstate System carries more than one-seventh of all traffic. It serves 65 
percent of the urban population and 45 percent of the rural population. It is 
the key network from the standpoint of Federal interest in interstate commerce 
and in national defense. Instead of sharing construction costs 50-50 with the 
States, the Federal Government is authorized to assume up to 60 percent of the 
costs of improvement on the Interstate System. 

Despite the very important role that the Federal Government has come to 
play in the provision of an adequate highway system, the major financial 
responsibility still rests with the State and local governments. In 1955 $46 


1 National park and forest roads and roads within national military establishments are 
——. They are the responsibility of the appropriate department of the Federal 
vernment. 
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billion was spent on new construction and improvements on the highways. 
(See chart II.) 


CHART Il 


HIGHWAY CONSTRUCTION EXPENDITURES 


Billions of Dollars 
5 


The Federal Government contributed around $700 million or about 15 percent, 
the rest coming from State, county, and city governments. If maintenance and 
other nonconstruction expenditures on highways are included, spending in 1955 
was in the neighborhood of $7 billion. 

A wide variety of devices are being employed to pay for highway improve- 
ments. State governments cover about two-thirds of their highway costs by 
levying charges on those who ride on the highways—by motor-fuel taxes, by 
license fees, by tolls, and by special charges on commercial vehicles. The States 
borrow directly or through a toll authority to raise most of the rest of their 
highway funds. 

Most cities and counties get a good share of their highway improvement funds 
in the form of grants-in-aid from their State government. Well over half of what 
is raised locally comes from property taxes and other general revenues. A few 
highway-user charges and tolls are levied at the city and county level, and some- 
thing less than a quarter of funds raised locally represents borrowing. 

In Federal finance no tax is specifically earmarked to pay for highway im- 
provements. However, for some time now the Government has levied a 2-cent-per- 
gallon tax on gasoline. In 1955 Federal spending on highways came to between 
a half and three-quarters of the yield of the Federal gas tax. While 1 cent of 
this tax was originally imposed in the depression for general revenues and the 
other cent is made up of 2 one-half cent war-emergency excises levied in 1940 
and 1950, respectively, the retention of the tax has been supported on the ground 
that the Federal Government participates in highway construction. It can be 
said, therefore, that the Government indirectly finances its spending on highways 
by levying a charge on highway users. 


Il. THE NEED FOR HIGHWAY IMPROVEMENT 


The ordinary motorist does not require much persuasion to convince him that 
the Nation needs substantial improvement on its highways. 

He knows that inadequate highways and the prevailing congestion cost him 
directly in wasted time, wasted gasoline, and increased vehicle wear and tear. 
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It has been estimated that the inadequacies of our highway system raise vehicle 
operating costs by a penny a mile—S5 billion a year at the current volume of 
travel. It has been estimated that the cost of running a truck is as much as 4 
cents a mile more on a conventional highway than it is on a modern, divided, lim- 
ited-access highway. 

The indirect costs of highway inadequacy may be much greater. Each year 
more than 35,000 people lose their lives on our highways—more than all the 
Americans killed in the Korean war. 

Without highway improvements these costs are bound to rise in the future. 
More and more cars and trucks mean increased waste and danger if the capacity 
of the Nation’s road system does not expand at a comparable pace. 

But traffic jams, accident rates, and operating costs are only one-half of 
the equation of highway need. ‘The other half contains the cost of making 
improvements on the highways—the cost of land acquisition, engineering, and 
construction costs. The way to decide in fact what highway construction the 
Nation needs is to balance these costs with all the various benefits of highway 
improvement. 

There are two kinds of benefits involved. First, the motorist, commercial and 
private, stands to gain from highway improvement in several direct ways: He 
saves time, motor fuel, vehicle wear and tear, and through a reduction in acci- 
dents. And everybody who buys products transported on the roads also stands 
to benefit directly either from lower prices or better service. 

Second, highway improvement has general bencfits to the country at large 
indirect benefits which cannot be measured in dollars and cents. Adequate 
highways contribute to adequate national and civil defense. Improved highways 
contribute to the economic growth of the country, facilitating both commerce 
and industry. City streets confer many benefits besides automotive access wpon 
those who live or own property on them. 

It is, of course, not possible to measure the extent of these benefits in the 
country as a whole and decide, thereby, how much the Nation should spend on 
highways. What is possible is to balance benefits and costs on a road-by-road, 
or project-by-project basis. This is the way decisions to spend money on high- 
way improvement should be made because this is the only way of telling whether 
the improvement is actually needed or not. Where a given road-construction 
or road-improvement project will yield benefits which exceed the costs involved 
it can be said that there is a real need for that project. The sum total of all such 
projects in the country equals the total national need for highway construction. 

Even though there cannot be an overall dollars-and-cents determination of 
highway needs, there must be some rough estimate of total expenditure over a 
given number of years in order to provide a basis for financial planning and to 
encourage the development of engineering and contracting facilities. Public- 
works programs are inherently slow in development and execution. The en- 
couragement provided by long-range programing is necessary to avoid intoler- 
able lags in actual construction. And it is imperative te plan now for future 
highway needs in order to avoid even greater waste and danger which is bound 
to occur if increases in the production of motor vehicles continue to outstrip in- 
creases in the capacity of the existing highway network. 

The Federal Bureau of Public Roads has recently assembled estimates indi- 
cating that upward of $100 billion must be spent over the next decade to bring 
the Nation's highways up to the Bureau’s standards of adequacy. In 1955 
about $4.6 billion was spent on highway construction in the United States. The 
Bureau’s estimates, therefore, call for an acceleration in highway spending t 
more than double the present rate of construction. The rate of highway con- 
struction has been rising, and will probably continue to rise even if no new na- 
tional program is adopted. But according to the Bureau’s estimates, this crowth 
would still leave construction some $50 billion short of needs at the end of the 
next decade. 

We feel it would be a mistake to regard this estimate as a commitment to 
spend upward of $100 billion on highways over the next decade. The figure 
needs further checking before it can serve even as a basis for advance planning. 
However, we do need some comprehensive long-run estimates to provide a basis 
for financial planning and to encourage engineering and construction planning 
as well. This planning must be ambitious. If past history is any guide, it is 
necessary to plan large to get a significant acceleration in highway construction, 

Most important to realize is that unless all current estimates are grossly in 
error there will be a difficult financial problem in meeting our real needs for 
highway improvement. Even a substantial discount in the Bureau of Publie 
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Roads estimates leaves a figure which exceeds the yield of our present sources of 
highway funds plus a generous allowance for growth. It does not seem un- 
reasonable to us to have a figure of approximately $100 billion in mind in apprais- 
ing the problem before us—while remembering that decisions to spend money 
will have to be made on a case-by-case basis. 

Embarking on a 10-year program of even $100 billion does not involve an over- 
night increase in annual expenditures to $10 billion. Highway construction can- 
not be stepped up that much in 1 year or even 2. It takes time to coordinate 
action among various levels of government. And there are obstacles—notably a 
shortage of competent highway engineers—which would prevent the construc- 
tion industry from expanding that fast. 

The Committee is confident, however, that the construction industry is able 
to absorb a considerable acceleration in highway construction. We can and 
should push ahead as rapidly as is consistent with a sound choice of projects and 
with integrated planning. 


Ill. DIVIDING THE RESPONSIBILITY 


Governments—local, State, and Federal—ultimately decide how our highway 
needs should be met. One of the first questions about highway policy that 
has to be answered is how the responsibility for the Nation’s highway system 
should be divided, particularly between the Federal Government on the one 
hand and State and local governments on the other. 

Traditionally highway construction and financing have been very largely a State 
und local responsibility. The committee believes they should continue to be 
so. In general, smaller government units are better able than larger ones to 
measure the benefits from road improvements within their borders. Moreover, 
smaller government units are better abue than larger ones to balance the bene- 
fits and costs of road improvements. 

At the same time the committee believes that there is a place for Federal 
Government participation in highway policy. Many of the benefits of highway 
improvement are of a type which only the Federal Government can take account 
of. It would be too much, for example, to expect the States to take into account 
the benefits to national defense of a given road project and on these grounds 
to inerease its highway expenditure. National defense is the concern of the 
Federal Government. So, under the Constitution, is the promotion of inter- 
state commerce, and this is another important benefit of an adequate highway 
system. 

Furthermore, there is a danger that States and local governments, planning 
their road construction, will give insufficient weight to the needs of interstate 
traffic. Unless a State can impose a toll ,which is not usually the case, it may 
have difficulty in levying charges that will cover the costs of roads that are 
heavily used by motorists from outside of the State. This is particularly true 
of the high-speed, limited-access, multiple-lane divided .highways, which yield 
huge benefits in time and running costs saved and which reduce accidents, 
but which are expensive to construct. Federal financial participation is needed 
in order to insure construction of these roads. 

Finally, there is a need to coordinate all the State and local highway programs 
so that they result in a logical national network. This function is performed 
hy the Federal Bureau of Public Roads. For obvious political reasons the needs 
ef local vehicle operators have more influence in States’ decisions to build 
roads than do the needs of those from out of State. The existence of a Federal 
agency, dispersing Federal funds, is a necessary counterweight to this local 
pressure. In addition the Bureau of Public Roads is a useful and necessary 
center for testing and disseminating information about the technical aspects 
of roadbuilding. 

For the most part these justifications for Federal participation in highway 
policy apply only to one segment of the highway system—to the Interstate 
System. But the Interstate System, including as it does most major urban 
connections and bypasses, contains just the roads where improvements and 
new construction are most urgently needed. Secondary and rural roads, while 
still far less adequate than those who use these roads would like, are not suffer- 
ing from congestion. Progress on the secondary roads has been relatively 
greater than progress on the Interstate System. 

Of the $875 million which the Federal Government was authorized to spend 
in fiscal year 1955-56 on highways, only $175 million was earmarked for the 
interstate System. With this money the Government may assume up to 60 
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percent of the costs of improvement projects on the Interstate System. The 
other $700 million is available on a 50-50 matching basis for improvements on 
the primary and secondary Federal-aid systems. 

In view of the reasons which justify Federal participation in highway policy 
and in view of the fact that the most serious deficiencies in our highway system 
are to be found on the Interstate System, the committee believes the present 
emphasis in Federal financing for highways is wrong and should be corrected. 
The committee recommends that any increase in Federal finance for highways 
should be applied exclusively to the Interstate System. 

Furthermore, the committee recommends that the Federal Government be 
authorized to assume more than 60 percent of the costs of improvements on 
the Interstate System. A Federal share up to 80 percent would assure rapid 
improvement on the Interstate System while leaving the States with enough 
financial responsibility in this segment of the highway network to provide a 
strong incentive for efficiency in construction. 

The current $700 million in annual grants from the Federal Government for 
other roads and streets should at least not be increased. With more Federal 
funds available for the Interstate System, States and localities should be able 
to assume more responsibility for other roads. 

Finally, Federal responsibility in highway policy should be confined strictly 
to financial aid, to collaboration with State highway departments on the location 
of interstate routes, to the establishment of minimum construction standards 
on federally aided roads, and to the testing and development of new road 
construction methods and materials. All actual construction, maintenance, and 
policing should continue as State functions. 


IV. WHO SHOULD PAY? 


The most difficult problem of highway policy is deciding how the costs should 
he apportioned among all the categories of persons who benefit in one way or 
another from improved highways. 

At its broadest, the issue of who should pay: involves deciding whether high- 
ways should be paid for out of general revenues or whether most if not all 
of the cost should be met by levying charges on those who ride on the highways. 

The case for charging the general taxpayer rests on the fact that the benefits 
of improved highways are broadly diffused throughout the economy. The con- 
tributions that an adequate highway system makes to economic growth, to 
national and civil defense, and to promoting interstate commerce are, it is said, 
sufficiently important to warrant making highways a charge on general revenues. 

Futhermore, there is no completely fair and efficient way of charging high- 
way users for their use of the roads. A precise allocation of highway costs to 
highway users would require the equivalent of a toll booth on every road 
and street in the land. Such precision is impossible, of course. Yet, the less 
precise the allocation is, the more inequities there are in levying charges on 
highway users. For example, those who advocate financing highways from 
general revenues claim that the gasoline tax is too blunt an instrument for 
allocating highway charges among highway users.’ 


2 Footnote by Jay E. Crane and M. J. Rathbone, in which Wayne C. Taylor has asked to 
be associated: “‘We believe that if an enlarged program for Federal highways is justified, 
it is on the grounds of general national interest and widespread benefits to our country 
as a whole, not just to those persons who use the roads for their personal or business 
transportation. Consequently, the financial burden arising from such a program should be 
dispersed over the broadest area. Users of the highways are already bearing a dispro- 
portionate load of selective excise taxes. Including Federal and State excise taxes, the 
average tax on gasoline over the country is 7.77 cents per gallon, or about 36 percent of the 
average retail price. Therefore we urge that if additional funds are to be provided for a 
Federal highway program they should come from the general revenues of the Federal 
Government, rather than from the discriminatory increase of the Federal gasoline excise 
tax. 

“We believe that to single out the Federal gasoline tax for special treatment and further 
increase is inconsistent with the overall philosophy of the CED on the use of selective 
excise taxes. Thus, instead of an increase, we hope that eventually it will be possible to 
attain a decrease in the Federal gasoline tax, even though present revenue requiremnts 
may make that impracticable at the present time. 

“In Section VII: State Financing Problems, the dependence of State highways expansion 
programs on State gasoline taxes and the probable increase in such taxes is pointed out. 
This program is well underway with 14 States having increased their gasoline taxes in 
1955. This is another reason why the Federal Government's share of increased highway 


expenditures should not be raised by pyramiding more Federal gasoline taxes on top of 
increased State taxes.”’ 
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The case for charging highway users for highway costs rests on the contention 
that, while there are general benefits resulting from improved highways, most 
of these benefits are the byproduct of direct benefits to highway users. The 
direct savings to highway users made possible by improved highways are more 
than sufficient to justify charging highway users for the cost of improving 
highways. It is argued that, while there cannot be any completely fair way 
of allocating highway costs among the various categories of highway user, 
charging highway users in general is more fair than charging those who make 
only little use of the highways. 

Furthermore, charging highway users for highway improvements is necessary 
to avoid competitive discrimination between highway travel and other means 
of transportation. If highway users are not charged directly for their use of 
the highways and users of other means of transportation must pay their full 
costs, the result will be either excessive congestion on the roads or excessive 
investment in highways as compared with other means of transportation. 

On balance and as a practical matter, the Committee recommends that both 
State governments and the Federal Government rely mainly on user charges to 
finance highway improvements. User charges impose the costs of highway con- 
struction where the greatest benefits lie. At the same time, with an adequate 
highway system, users will get in return for increased user payments a greater 
value in terms of time saved and operating costs reduced. 

This is not to deny the importance of the general benefits which stem from 
highway improvement—benefits enjoyed by user and nonuser alike. The Com- 
mittee has stressed these benefits im justifying Federal participation in «an 
accelerated highway improvement program. But, except in the special case 
of city streets, the existence of general benefits is not sufficient reason for 
financing highway improvement out of general revenues. Almost all general 
revenue taxes today are very high and, if possible, additional demands for 
general revenues should be avoided or at least minimized. Since 75 percent of 
all the families in the country own cars and every family buys products trans- 
ported over the roads, it cannot be said that the tax base for highway-user 
charges is much if any smaller than the tax base for general revenue taxes.’ 

Receipts from special charges on highway users should be used to improve 
highways and not diverted to nonhighway purposes. Many States do in fact 
divert a substantial portion of their revenue from highway-user charges to other 
than highway uses. And we have seen that the Federal Government currently 
collects more from highway users than it contributes to highway financing. The 
States may have had in the past some justification for diverting part of their 
highway-user charges to nonhighway uses. However, the Committee recom- 
mends strongly that any new user charges imposed at either the State or the 
Federal level to finance highway improvements be used strictly for that purpose 
and not any other. 


What kind of highway-user charges? 


Many kinds of highway user charges are now being levied. The largest revenue 
is yielded by motor-fuel taxes—on gasoline and diesel fuel—imposed by all 
States, the Federal Government, and even some localities. There are in addition 
Federal taxes on motor oil and tires, State and local license and registration 
fees, and ton-mile truck taxes. Some special assessments on property taxes 
may also be regarded as charges for highway use. 

The Committee believes that 2 variety of user charges is necessary and 
desirable. Too much reliance on a single user charge, the gasoline tax for 
example, leads to discrimination among different classes of users and among 
users of different roads. 

Take the case of a combined State and Federal gasoline tax of 8 cents a gallon. 
If passenger cars get 16 miles to the gallon of gas, this amounts to a tax of 
one-half cent per mile. This tax may be adequate, on the average, to cover the 
costs of building and maintaining the roads. But some roads may cost one-fourth 
cent per vehicle-mile to build and maintain while others cost three-fourths of 
a cent. Those who travel relatively more on the more expensive road will be 
paying less than their costs and others will be paying more. 


3 The only exception to charging highway users should come in cases where construction 
costs are incurred beyond the level required by user benefits—where road capacity is 
provided, say, for emergencies connected with national defense. In these cases the costs 
involved should be regarded not as a highway expenditure, but as an expenditure of the 
governmental department whose activities are benefited by the expenditure. 
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Similar discrepancies are likely to arise among different classes of vehicles. 
For example, a 2-ton automobile may go 16 miles on a gallon of gasoline while a 
20-ton truck may get only 4 miles to the gallon. Then with a gasoline tax ata 
uniform rate the automobile will pay 2% times as much tax per ton-mile as the 
truck, whereas the cost of providing the road for the different kinds of traffic 
may not be in that ratio. 

Some of these discrepancies are unavoidable in any system of user charges. 
But many can be reduced. In various States license fees graduated by weight 
and ton-mile taxes supplement the gasoline tax and help adapt charges to the 
costs occasioned by different kinds of vehicles. Graduated tire taxes are another 
possible way to take account of the different costs of providing highway services 
for different vehicles. The use of special assessments and property taxes to 
finance city streets is a way of charging particular beneficiaries for the particu- 
lar roads they use. Differences in gasoline tax rates among the States reflect 
in part the different costs, per vehicle-mile or per gallon of gas consumed, of 
providing highways under varying regional conditions. Some especially high 
cost parts of the road system, such as bridges and tunnels, can be, and are, 
financed by tolls. 


V. FINANCING THE FEDERAL SHARE 


We have recommended that the Federal Government’s responsibility in high- 
way policy be confined very largely to financing and coordinating the moderni- 
zation of the Interstate System. This is the proper place for the Federal Gov- 
ernment to lend a hand in highway construction. 

We also believe that on balance and as a practical matter the Federal Gov- 
ernment should rely mainly on highway user charges to finance the modernization 
of the Interstate System. The problem now is what user charges should the 
Federal Government levy? 

The Federal Government currently levies two charges on highway users: the 
2-cent Federal gasoline tax and a tax on lubricating oil.‘ The Committee is 
unable to find any acceptable alternative to a continued reliance on these two 
user charges as the major sources of Federal highway finance. 

These taxes should be supplemented in cases where certain categories of high- 
way users cause special costs in highway construction and upkeep. Heavy 
trucks, for example, necessitate special reinforcing in the construction of high- 
Ways and they cause considerable wear and tear. Levying a special charge on 
truck tires may be an appropriate way of meeting these special costs if the 
charge is carefully designed to avoid encouraging the use of smaller, lighter 
tires which increase wear on the road. Other taxes designed to tailor the 
charges on particular highway users to the costs they impose should be explored. 

Lut it would be unreasonable to expect that other Federal highway user 
charges will reduce in any significant way the dependence of the Federal Gov- 
ernment on motor fuel and motor oil charges for highway financing. No other 
single user charge measures with comparable precision the extent of a highway 
user’s use of the highways. No alternative user charge offers as efficient a means 
of collecting a large revenue. 

That some inequities may be involved in using motor-fuel taxes for this pur- 
pose should be recognized. Others, besides motorists, pay Federal motor-fuel 
taxes—farmers, boatowners, airplane operators, all users of stationary gasoline 
engines. While practical ways can and should be explored to exempt some of 
these people from Federal motor-fuel taxes, it may not be practical to exempt 
them all. Moreover, the Federal motor-fuel taxes are paid by all motorists, not 
just users of the Interstate System. (On the other hand, the States collect tax 
m the gasoline used on the Interstate System and have most of the proceeds 
available for other roads.) 

We believe, however, that on balance there are fewer inequities involved in 
a major reliance on motor-fuel taxes to finance the Federal share of highway 
improvements than there are in alternative sources of revenue. 


Should Federal motor-fuel taxes be increased? 


In 1955 the Federal gasoline tax yielded about $1 billion; the Federal tax 
on motor oil yielded about $101 million. By 1965 the combined yield of these 2 


‘The Federal Government also levies excise taxes on automobiles and motorcycles 
trucks, buses, and trailers; automotive parts and accessories; and tires and tubes. These 
taxes, however, are not highway-user charges in the sense we are using the term. Pay- 
ment of these excises is exactly analogous to the excises on electrical appliances, cameras 
and many other items that are taxed for general revenue purposes by the Federal Govern- 
ment. CED has long been on record as in favor of elimination of these selective excises 
as soon as revenue purposes permit. 


73749—56——32 
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taxes, as estimated by the Bureau of Public Roads, will increase to $1.5 billion 
or about 30 percent more than today. Will these revenue sources come near to 
financing the Federal share of modernizing the Interstate System? 

The Bureau of Public Roads estimates that to catch up with traffic needs 
on the Interstate System will cost a total of $27 billion over a 10-year period. 
This amount spent over 10 years would convert the present Interstate System 
into a modernized system 7,000 miles of which would remain 2-lane highway; 
28,000 miles of which would be 4-lane highway, 2,000 miles of which would be 
6-lane highway, and 400 miles of which would be more than 6-lane highway. 

After 10 years of catching up with traffic needs on the Interstate System, the 
Bureau estimates that less of a Federal contribution will be needed to maintain 
the Interstate System at its standard of adequacy. This new annual rate of 
spending by the Federal Government might be more than is being spent now, 
but it would be less than is needed during the next decade, according to the 
Bureau’s figures. 

Whiie reiterating our belief that decisions to spend money on highways should 
be made only on a case-by-case, road-by-road basis, the Committee is not dis- 
posed to argue with this rate of acceleration. Even regarding the $27 billion 
figure as only an informed guess, the Bureau’s estimates are still useful to 
illustrate the alternative ways of adjusting highway-user charges to the costs of 
moderning the Interstate System : 

(1) The present Federal gasoline and oil taxes plus any other highway-user 
charges that may be adopted could be held constant at their present rates. 
The revenues would fall far short of expenditures in the next decade, but even- 
tually, with traffic increasing all the time, they might well come to exceed 
highway construction expenditures. Ten years of greatly increased expendi- 
ture on the highways will, in itself, accelerate the rate of traffic growth. Over 
a period of about 30 years, the present Federal taxes on highway users might 
yield enough of a surplus over costs to pay for the deficiency during the catch- 
ing up period. 

(2) Or, the rates of the Federal gasoline and oil taxes and other user charges 
could be increased now to keep highway revenues equal to expenditures during 
the catching-up period. This policy of “pay as you build” out of user charges 
might require an increase in the Federal gasoline tax from its present 2 cents a 
gallon to, say, 5 cents a gallon during the next decade. 

(3) Finally, an intermediate course could be followed. Motor-fuel taxes 
and other Federal user charges could be set so as to balance out Federal high- 
way revenue and expenditures within a reasonably limited period—longer than 
the catching-up period, but shorter than the 30 or more years which it might 
take for present highway-user taxes to generate enough revenues to balance 
expenditures. This approach would not attempt to “pay as you build” out of user 
charges during the catching-up period, but it would hold out the prospect of 
balancing all highway expenditures and revenues over a period substantially 
shorter than 30 years. For example, an increase of 1 cent a gallon in the Federal 
gasoline tax and some moderate increase in other charges would probably balance 
Federal user revenues and highway expenditures over the next 20 years. After 
20 years, the Federal user taxes might be reduced. 

We believe that this intermediate approach is the soundest one. It is im- 
prudent to depend on the existing rates of Federal motor-fuel taxes to yield 
enough in the long run to pay back the costs of a substantial spurt in construc- 
tion during the next decade. Projections of highway construction and highway 
revenues over periods of 30 years and longer are bound to be highly unreliable. 
On the other hand, it does not seem either wise or fair to us to attempt “pay as you 
build” out of user charges during a catching-up period of 10 years or so. To meet 
this hump in expenditures with increased user charges would increase the finan- 
cial burden on highway users during the construction decade and at the same 
time relieve the burden on those who will enjoy the roads when they are 
built. 

Therefore we recommend that highway user charges be raised enough to 
cover the costs of Federal highway expenditures over the next 20 years as a 
whole. For a program of the size estimated by the Federal Bureau of Public 
Roads this would require an increase of about 1 cent per gallon in the Federal 
gasoline tax and an equivalent increase in the tax on diesel fuel.’ 


5 See footnote 2 by Jay E. Crane and M. J. Rathbone. 
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VI. SHOULD THE FEDERAL GOVERNMENT BORROW ? 


We have rejected immediate payment out of user charges for the Federal 
share of improvements on the Interstate System in favor of balancing con- 
struction costs and the revenue from user charges over a period of about 20 
years. We still have to face the fact that the Federal Government, whatever the 
overall financial arrangements, has to meet its construction bills as they are 
incurred. 

If the Federal gasoline tax is raised 1 cent, the Government will still need 
more money than it will get from highway-user charges to meet its construction 
bills in the initial, catching-up years of any highway program. Should the 
Government borrow money from the public to cover this deficiency? Or should 
the Government collect more taxes from the public outside of highway-user 
taxes? 

It has been argued that highways are a “capital” asset—that they are a dur- 
able product with a particular source of revenue, the motor-fuel taxes, associated 
with them—and therefore, the Government should be permitted to borrow from 
the public to meet current expenditures for highways. It has been suggested 
that a special highway authority be set up to do the borrowing. 

But whether the Treasury borrows or a special highway authority borrows 
this argument is open to a serious objection. It is an argument for treating high- 
way expenditures differently from all other Federal expenditures in terms of 
their relation to budget policy. The Committee believes that highway expendi- 
tures, like all other Federal expenditures, must be related first and foremost 
to a consistent budget policy. 

CED for some years has advocated a stabilizing budget policy—a policy of 
setting tax rates so that the Government’s cash expenditures each year are bal- 
anced at a high level of employment. This policy precludes Government bor- 
rowing at high employment for any expenditure, except in case of a serious 
national emergency. The suggestion that highway construction deficiencies 
should be financed by borrowing from the public violates this policy. The 
Committee feels budget policy is much too important to be decided by what is 
convenient at the moment for one particular expenditure. 

We recocnize that there may be a case for making a distinction between 
“capital” and “current” expenditures in Federal budget policy. Other Federal 
expenditures besides highways fall into the category of long-term assets. This 
is true, for example, of dams, hospitals, and public buildings. These assets, 
like highways, can be said to have a source of income associated with them 
either directly or in terms of their sale value. 

Much thought has been given to whether or not general taxes should cover 
“capital” as well as current outlays. The Committee itself has the matter under 
study. If a decision is made to finance some of the capital expenditures of 
Government by borrowing, the highway program should be handled in a man- 
ner consistent with this decision. In the absence of such a decision, however, 
the Committee does not feel it would be wise to make special provision for 
treating highways differently from other expenditures in the Federal budget. 

The Committee consequently concludes that temporary deficiencies in highway- 
user revenues should be made up out of other, general revenues. In other words, 
we believe that to account for the temporary excess of highway construction costs 
over highway-user revenues during the initial, catching-up years more general 
taxes should be collected than would otherwise be necessary. 

Furthermore, if highway-user charges, adjusted to an accelerated construc- 
tion program, are kept constant until total highway-user revenues equal total 
highway construction costs there will be a surplus in the highway account after 
10 years or so. This will permit more general tax reduction at the time than 
would otherwise be possible. 

Of course, there is a danger that when the catching-up period is over this sur- 
plus in the highway account may be used up either in a reduction of user charges 
or in further expanded highway expenditures. To safeguard against this it has 
been suggested that a Government corporation be set up to keep the highway 
accounts. This corporation would “borrow” from the Treasury to cover de- 
ficiencies in the catching-up years and would use the surplus in highway user 
revenues thereafter, to repay its debt to the Treasury. 

Such a device might be worthwhile. But it cannot be a substitute for a 
clear understanding of the guidelines chosen to govern financing of the program 
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at the outset. It should be understood that highway-user charges are the main 
source of revenue for Federal spending on the highways and that all Federal 
highway costs should be balanced by revenue from these charges over a reasonable 
period of time. 

VII. STATE FINANCING PROBLEMS 


The financing of all roads and streets outside of the designated Interstate 
System should be very largely the responsibility of the States and their sub- 
divisions. Beyond the existing grants-in-aid program, we do not believe that any 
further action should be taken by the Federal Government to stimulate individual 
States to expand their programs. 

Like the Federal Government, States should rely on highway-user charges to 
meet most of their highway improvement needs. This, in fact, is how most 
State highway projects are financed now. 

And the objections to borrowing for highway construction which we cited 
in the case of financing the Interstate System with Federal funds apply in 
general to State financing of highways as well. Particularly, States should not 
borrow for highways merely as a means of postponing inevitable increases in 
highway-user taxes. 

At the same time States should not necessarily resort to pay-as-you-build 
highway financing in the context of a temporarily accelerated road program. 
In particular cases where a serious backlog of highway needs is present and 
where a significant temporary bulge in highway spending is indicated, some debt 
financing may be fully justified providing the debt can be written off in a reason- 
able period of time, say 20 years, with the yield of highway-user charges. 

Some States, particularly the more populous ones and those with heavy inter- 
state traffic, have opportunities to build highways, bridges, and tunnels which 
may be financed by toll charges. Toll facilities are normally bonded with the 
charges adequte to pay off the bonds long before the facilities are likely to become 
obsolete. Bonding is clearly proper for toll facilities. 

At current spending rates, it is estimated that States will spend some $40 billion 
over the next decade on improvements to highways outside of the Interstate 
System. Many States, if not all of them, are likely to find that current spending 
rates are not adequate to meet their need for highway improvement. These 
States, like the Government, face the problem of finding a compromise between 
pay-as-you-build financing and debt financing to meet their particular needs for 
new highway funds. 

Given the general principle of user payment, we should be prepared to accept 
and expect a wide variety of specific financing programs from the individual 
States. It should be recognized that each State has its own peculiar prob- 
lems and its own pattern of existing user taxes with which any expanded 
construction program would have to conform. 

It has been the practice in many States, unfortunately, to divert to nonhigh- 
way-use funds raised through highway-user charges—particularly the gasoline 
tax. Special care should be taken not to increase the amount of this diversion 
and efforts should be made to reduce it. The dependance of many States on 
highway funds for general financial purposes cannot be immediately corrected, 
but at least the collection of more highway revenues, either through the 
growth of traffic or through the imposition of higher user charges, should not 
result in any increased diversion. 

If further diversion is avoided, we can see no reason to believe that existing 
types of highway-user taxes available to the states are inadequate even if 
traflic conditions should dictate a significant increase in the annual outlay on 
highways. The main source of State and local highway revenues are: 

Motor-fucl tares.—These now produce 60 percent of State and local highway 
tax revenues. Even with a Federal tax of 3 cents, gasoline tax rates will still 
be less than 69 percent higher than prewar rates compared to an increase of 
about 100 percent in the general level of prices. If States choose to undertake 
significantly large highway expansion programs, an increase in the State 
gasoline tax will be a possible and in many cases probably a desirable method 
of financing. 

Motor-vehicle licenses and registration fecs.—There is a great deal of room 
in most States for increasing these fees to contribute to highway modernization. 

Special tares on commercial users.—Many States now impose special taxes on 
commercial users of the highway system in addition to normal gasoline taxes 
and motor-vehicle registration fees. These special taxes help to impose total 
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charges upon different classes of users proportionate to the cost of providing 
them with highway services. They should be based on the best available cost 
estimates, and should take the form which best relates total tax to the total 
costs of providing highway services. 

Volis.—There is considerable scope for toll financing in many States. Under 
many conditions there is justification for continuing to charge tolls even after 
the specific debt incurred to build a toll-financed facility has been extinguished. 
Continued tolls appear to be justified at least to cover maintenance costs of 
the toll facility. Continued tolls may also be justified to build other roads or 
highway faciilties where the volume of traffic is not yet certain enough to support 
a toll-authority bond issue. By combining tolls from established facilities with 
those for new ones, the revenue of a toll authority can be used to finance a 
much broader read, tunnel, and bridge program. 

Perhaps even more latitude should be granted for toll financing. A review 
of the principles of toll financing is needed. It may be that toll financing 
should be permitted for projects where only a portion of the construction costs 
“an be amortized over a reasonable period by tolls receipts. 

Federal aid to toll roads is now prohibited under law. The Committee be- 
lieves that this question, too, should be restudied to see if a system can be 
worked out which will not discourage use of tolls where appropriate and which 
will be equitable to the Federal Government, the State governments and to 
highway users. The possibility of sharing tolls between the State government 
and the Federal Government in return for a Federal contribution to construc- 
tion should be explored. So should the possibility of allowing for a smaller 
Federal contribution to construction in the case of a toll road than in the case 
of a free road. 

Property tares.—The beneficiaries of uncongested rural roads and residential 
urban streets are difficult to reach through general user taxes such as the gaso- 
line tax. These special beneficiaries are the owners of the adjacent properties. 
In such cases, taxes on property adjacent to the roads to be improved may be 
used to pay a portion of the initial cost of the improvement. Roads and streets 
falling within this category normally lie within the jurisdiction of local gov- 
ernmental units except in those States where control of all roads is centralized. 


VILL. THE SPECIAL PROBLEM OF URBAN TRAFFIC 


Traffic congestion in major urban centers deserves special consideration. Con- 
gestion is most serious in our urban centers. It has become an increasingly 
important factor in an eccelerated shift of both people and business firms to 
the surburban fringes. While there are perhaps many healthy economic reasons 
for this shift, we believe that road congestion of itself should not be allowed to 
cause serious economic disruption of our cities. 

A general highway program of the type we have proposed can ease the urban 
congestion problem somewhat if it provides new bypass highways around urban 
centers. But we do not feel that the long-run solution to the urban traffic prob- 
lem lies exclusively in the construction of more roads. In many places it is al- 
most physically impossible for street surface to be further expanded, and, where 
expansion is possible, it may be obtained only at a prohibitatively large expense. 

We believe, accordingly, that the problem of urban congestion should be ap- 
proached with an eye to increasing the capacity of existing road space in the 
first instance. Existing street systems must be made to operate more efficiently. 
This is first and foremost the province of the traffic engineer. Much has been 
done already in the way of traffic management. We believe that a great deal 
more can be done by a careful shifting of routes, by controlled access, by parking 
and standing prohibitions, by one-way streets, and by the many other devices 
open to imaginative traffic engineers. 

It must be recognized, too, that the problems of mass transportation are inti- 
mately involved with congestion in urban centers. One of the consequences of 
congestion is to ferce up the cost of public-service transport—bus and trolley 
services, subways, and the like. At the same time, a reduction in the cost of 
public-service transport is probably a necessary precondition to solving the 
congestion problem in many American cities. 


SUMMARY 


There is a need to step up the rate of construction on the Nation's highways. 
On this everyone agrees. 
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The precise extent of this need can only be determined by balancing bnefits 
and costs on a project-by-project, road-by-road basis. It is imperative that high- 
ways be carefully planned and constructed to be sure we get a dollar’s worth 
of road for every dollar that is spent. It seems clear, however, that even with 
careful planning the units of government concerned will face a serious financial 
problem in meeting highway needs. Even the more conservative estimates show 
needs exceeding the yield of our present sources of highway funds in the years 
ahead plus a generous allowance for growth. 

The committee believes that there is justification for Federal participation 
in highway financing provided that it is strictly limited: 

(1) Any increase in the present volume of Federal highway grants should be 
applied exclusively to the 40,000 miles of main highways, urban access roads, 
and urban bypasses designated as “the Interstate System.” The Federal Gov- 
ernment should be authorized to assume up to 80 percent of the costs of any 
improvements on this system. 

(2) The current $700 million in annual grants from the Federal Government 
for other roads and streets should not be increased. 

Aside from financial aid, Federal responsibility in highway programing should 
be confined strictly to a collaboration with the States on the designation of the 
Interstate System; to the establishment of minimum construction standards 
on federally aided roads; and to the testing and development of roadbuilding 
materials and techniques. All actual construction, maintenance, and policing 
should continue as State and local government functions. 

The most difficult problem of highway policy is deciding how the costs of mod- 
ernizing them should be apportioned among all the categories of persons who bene- 
fit in one way or another from improved highways. Everybody benefits where 
improved highways facilitate national or civil defense or where they promote 
interstate commerce and the general economie growth of the country. But those 
who use the highways derive special benefits in the form of time saved and 
operating costs reduced. 

On balance and as a practical matter the Committee recommends that both 
State governments and the Federal Government charge highway users for most 
of the cost of highway improvements. User charges impose the costs of highway 
construction where the greatest benefits lie. At the same time with an adequate 
highway system highway users will get in return for increased highway-user 
payments a greater value in terms of increased special benefits. 

Receipts from special charges on highway users should be used to improve high- 
ways and not be diverted to nonhighway purposes. 

At the Federal level the Committee is unable to find any acceptable alterna- 
tive to a continued primary reliance on the Federal motor-fuel taxes for highway 
financing. No other single user charge measures with comparable precision 
the extent of a highway user’s use of the highways. No alternative user charge 
offers as efficient a means of collecting a large revenue.° 

To minimize inequities among highway users, Federal motor-fuel taxes should 
be supplemented in certain cases where special categories of highway users cause 
special costs in highway construction. If at all practicable, the use of motor fuel 
off the highways—on farms, in boats, in airplanes, ete.—should be exempted 
from Federal motor-fuel taxes. 

The Committee recognizes that some inequities are unavoidable in relying 
mainly on motor fuel taxes for the financing of the Federal share of highway 
improvements. The Committee believes, however, that there are fewer inequities 
involved than would be involved in alternative sources of revenue. 

The Committee does not believe that Federal highway-user taxes should be set 
to finance the Federal share of highway improvements on a pay-as-vyou-build 
basis. The Nation appears to face a catching-up period of accelerated highway 
construction to be followed by a decline in Federal spending to some new annual 
rate—perhaps more than is being spent now but less than is needed during the 
next decade. If this is the prospect, pay-as-you-build financing out of user 
charges does not seem either fair or wise. 

What is needed is a financing program which will spread the costs of highway 
improvement more evenly over those who use the highways not just while they 
are being built but over the years of their useful life. The Federal Government 
should set motor-fuel and other highway-user taxes so that total highway-user 
revenues and total construction costs over a reasonable period. say, 20 vears, will 
be balanced. For a program of the size estimated by the Federal Bureau of 


® See footnote 2 by Jay E. Crane and M. J. Rathbone. 
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Public Roads this would entail an increase in the Federal gasoline tax of 1 cent. 

Under this arrangement the Governuient will pay out more for highway con- 
struction during the catching-up period than it will take in from highway-user 
charges. Later on there will be a surplus of highway-user revenues over construc- 
tion costs. The deficiency in the initial years poses a problem: it can be covered 
either by borrowing from the public against the Gay when highway-user revenues 
are in surplus; or by collecting more nonhighway taxes during the catching-up 
period than would otherwise be necessary. 

In choosing between these alternatives, the Committee was guided by its belief 
that highway expeuditures, like all Federal expenditures, should be related first 
and foremost to a consistent budget policy. CED for some years has advocated 
a stabilizing budget policy—a policy of setting tax rates so that the Government’s 
cash expenditures each year are balanced at a high level of employment. This 
policy precludes Government borrowing at high employment except in cases of 
serious national emergency. 

We recognize that there may be a case for making a distinction between 
“capital” and “current” expenditures in Federal budget policy. Highways can 
be regarded as long-term assets or “capital” items and, if a decision is made to 
finance “capital” expenditures of Government by borrowing, the highway pro- 
gram should be handled in a manner consistent with this decision. But in the 
absence of such a decision the Committee does not feel it would be wise to make 
special provisions for treating highways differently from other expenditures in 
the budget. Budget policy is much too important to be decided by what is con- 
venient at the moment for one particular expenditure. 

The Committee consequently concludes that temporary deficiencies in high- 
way-user revenues should be made up out of other, general revenues. With con- 
stant tax rates and at high employment Federal revenues will increase each 
year about $3 billion as a result of growth of the national income. Only a small 
part of this increase would be used for highway expenditures under the program 
we propose. The major part will be left for other expenditures or tax reduction. 

Then, if highway-user charges, adjusted to an accelerated construction pro- 
gram, are kept in force until total highway revenues and total construction costs 
have been balanced, more general tax reduction will be possible after the catching- 
up period than would be possible otherwise. 

Insofar as it is possible to generalize, the States should also rely primarily on 
highway-user charges to finance their highway improvements. States should 
confine borrowing for highway improvement to cases where a significant tempo- 
rary bulge is indicated and where the debt can be written off in a reasonable 
period of time with the yield of highway-user charges. 

Tolls are an appropriate way for States to finance certain sections of the 
highway system where construction costs and benefits to users are exceptionally 
high. Under some conditions there may be justification for retaining toll charges 
after the specific debt incurred has been extinguished. The question of whether 
or not toll roads should be eligible for Federal aid should be restudied to see if a 
system can be worked out which is equitable to the Federal Government, the 
State governments, and the highway users. 

Traffic congestion in major urban centers deserves special consideration. A 
general highway program can ease the urban problem somewhat if it provides 
new bypass highways around urban centers. But the long-run solution to urban 
traffic congestion requires much more than this. Indeed, it requires much more 
than new and improved roads and streets. Involved are all the possibilities of 
traffic engineering and the problem of the different modes of mass transportation. 

All highway users are now paying the costs of our inadequate highway system— 
in waste of time, inconvenience, fuel consumption, and accidents. These costs 
exceed the costs of improving the highway system. No matter how we divide 
up the costs of highway improvement, almost everyone will naturally wish that 
his own share of the costs were smaller. But there are reasonable ways of 
dividing up the cost so that almost everyone will be better off than if the high- 
way system is not improved—in the sense that his benefits will exceed the cost 
to him. The search for ideal financial arrangements should not be allowed to 
delay the start toward better roads. 


The CHatrman. The next witness on the calendar is our colleague, 
Hon. Ear] Wilson of Indiana. 

We know you very pleasantly, but please, for the record. give your 
name, address and the capacity in which you appear. 
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STATEMENT OF HON. EARL WILSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Witson. My name is Earl Wilson, Representative in Congress 
from Indiana. 

Mr. Chairman and members of the committee, I want to thank you 
for the privilege of appearing before you and assure you that I will 

take the minimum amount of time. I am testifying on behalf of this 
bill as it is presently written and especially the section pertaining to 
motor-fuel taxes. 

I am especially interested in this bill over the bill that was presented 
last year because it does not provide for a differential between gasoline 
motors and diesel motors. One thing that has contributed most to 
making this country the greatest country on earth has been a premium 
on initiative, ingenuity, efficiency, and especially on research and 
development. 

We find ourselves in Congress often appropriating funds to aid and 
assist in research and dev elopment. I have a company located in my 
congressional district, the Cummins Engine Co., which company makes 
about 55 percent of all diesel motors used on the highway. 

A brief history of their development shows the initiative, ingenuity, 
research, and development that went into the perfecting of one of the 
fine diesel motors that we have today. In 1919, the company was 
founded. In 1931, 11 years later, they put their first motor on the 
market. 

They operated in the black for the first time in 1937, which was 18 
years after they started. There was no Government financing. It 

vas done locally and by themselves. They developed this fine motor, 
and they are dependent upon its use on the highways. They are 
making many motors for defense purposes. 

A lot of their effort has gone into defense production, production 
of motors which are especially designed for the use of radar screens 
across the northern part of our country, and in other defense projects. 
I think it would be against the principles that were laid down and 
that made this country great to put a differential on efficiency, on 
economy, which would tend to destroy one of the principal selling 
points for the Cummins engine or any other diesel engine. While they 
are willing to pay their fair share of taxes and have never objected, 
this would be a penalty put upon the efficiency of a product and would 
tend to destroy the research and development which has gone into this 
product and to other similar products. 

I think you very kindly for the privilege of appearing before you. 

Mr. Mus (presiding). Any questions? 

Mr. Boces. Just one question. 

Mr. Mius. Mr. Boggs will inquire. 

Mr. Boees. Do you prefer this bill to last year’s bill? 

Mr. Witson. I think it is a very superior bill to last year’s bill. 
I think had we had this bill last year we would have had a road 

built today. 

Mr. Mutts. Are there any further questions ? 

If not, we thank you, Mr. Wilson, for your appearance and the in- 
information you have given the plein 
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The committee will stand adjourned until 2 o’clock this afternoon. 
(Whereupon, at 11:52 a. m., the committee recessed, to reconvene 
at 2 p. m. the same day.) 
AFTER RECESS 


Mr. Foranp. The committee will come to order. 
The first witness this afternoon is Mr. Raymond Boll, vice presi- 
dent, sales, Cummins Engine Co. 


STATEMENT OF RAYMOND BOLL, VICE PRESIDENT, SALES, CUMMINS 
ENGINE C0., INC., COLUMBUS, IND. 


Mr. Bort. My name is Raymond Boll. I am vice president, sales, 
Cummins Engine Co., of Columbus, Ind. 

The Cummins Engine Co. manufacturers only diesel engines and 
does not manufacture trucks, buses, or other equipment. Over one- 
half of Cummins’ production goes over the highway vehicles. 

I am also speaking here today for the following members of the 
automotive diesel engine industry : Mack Manufacturi ing Co. of Plain- 
field, N. J., and Allentown, Pa., and the Buick division of the Allis- 
Chalmers Manufacturing Co., of Harvey, Ill. Together with Cum- 
mins these companies manufactured over 80 percent of the new auto- 
motive diesel engines registered in the United States during 1955. 
We give our full support to H. R. 9075, entitled “The Highway 
Revenue Act of 1956” as now written. 

I have no intention of repeating the many arguments on behalf of 
the bill made by other witnesses. My comments, gentlemen, will 
take about 30 seconds. 

We are opposed to suggestions which would apply a higher tax 
rate to diesel fuel than to gasoline. Proponents of a higher tax on 
diesel persist in emphasizing only the fact that diesel units obtain 
more miles per gallon than comparable gasoline units. They per- 
sist in overlooking that this is offset by the fact that all of the other 
Federal vehicle taxes; namely, the Federal excise tax on the higher 
original cost of the diesel unit as compared to a gasoline unit, the 
Federal excise tax on more costly repair parts, and the Federal tax 
on tires, all work to the disadvantage of the diesel unit. 

We want to point out that the offsetting effects of the other taxes 
have been ignored but have not been disputed by the proponents of 
the diesel differential tax. 

I trust the brevity of my statement and my omission of arguments 
already presented before this committee will not be inter preted as a 
measure of the vital stake our small industry has in this matter. I 
would like to request that the two-page summary of our position would 
be inserted in your record for study. 

Mr. Foranp. Without objection that will be done. 

(The statement is as follows :) 


STATEMENT OF RAYMOND Bott, Vice PRESIDENT, SALES, CUMMINS ENGINE 
Co., Inc., CoLumMBus, INp. 


AUTOMOTIVE DIESEL ENGINE INDUSTRY AND THE NATIONAL HIGHWAY PROGRAM 


1. The country urgently needs an expanded highway program. Recognizing 
this, we recommend the prompt enactment of legislation for a National System 
of Interstate and Defense Highways by the Congress of the United States. 
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2. It is our firm belief that the tax measures of the proposed legislation should 
be equitable and apply to all highway users on an across-the-board basis. The 
Boggs bill (H. R. 9075, the Highway Revenue Act of 1956) meets the above 
requirements. 

3. We would oppose any changes in this bill, as written, which would place a 
differential tax on diesel fuel for automotive use. Such a differential would 
affect only a very small segment of the highway users but would tax the efficiency 
of the diesel engine with an adverse effect on the comparatively small automotive 
diesel industry. 

4. At present, the tax on both gasoline and diesel fuel is equal at 2 cents per 
gallon. A Federal diesel fuel tax differential would produce very little additional 
revenue. It is estimated that a 1-cent differential would raise less than $14 
million annually, which is less than 1.7 percent of the total additional annual 
revenue to be raised ($800 million per year for 15 years). 

5. Less than 12 out of every 10,000 vehicles on the highway are diesel powered. 

(a) Total all vehicles, 58,269,642. 

(b) Total diesel-truck registration, 65,000. 

(c) Diesel as percent of total of all vehicles, 0.11 percent. 

(d) Total registrations medium and heavy trucks, 3,550,000. 

(e) Percent of diesel registered to total medium or heavy registrations, 
1.89 percent. 

6. Currently, the diesel-powered truck is taxed more heavily at the Federal 
level than the gasoline-powered truck. 

(a) The additional excise tax on new diesel-powered equipment is $200 
to $500 more due to higher initial costs, which range between $2,500 and 
$5,000. 

(b) Likewise, the excise tax on diesel replacement parts is higher since 
they cost more per unit. 

(c) Motor carriers report tire usage, in general, is higher on the diesel 
vehicle than on comparable gasoline units. 

7. Diesel-powered trucks on the Nation’s highways have many advantages to 
the public. Some of these are: 

(a) Negligible fire hazard. 

(b) Deadly carbon monoxide gas is negligible in diesel exhaust. 

(c) Modern diesel-powered trucks have adequate horsepower to keep up 
with normal traffic flow and therefore do not create traffic bottlenecks. 

8. A strong automotive diesel engine industry is vital to the national-defense 
program. 


Mr, Foranp. Are there any questions? 

Mr. Byrnes. Let me ask you this question. You give us a percent- 
age here of all motor vehicles. Have you any estimate as to what 
percentage of the commercial trucks are dieselized ? 

Mr. Boru. Yes, sir. In the total registrations of medium and 
heavy trucks, there are about 3,550,000, and about 1.8 or 1.9 percent 
of those are dieselized. 

Mr. Byrnes. Thank you. 

Mr. Foranp. We thank you, Mr. Boll. 

The next witness is Mr. James Conway. Will you please identify 
yourself for the record ? 


STATEMENT OF JAMES F. CONWAY, PRESIDENT, NEW YORK STATE 
MOTORBUS ASSOCIATION 


Mr. Conway. My name is James F. Conway. I come from Rock- 
ville Center, N. Y. Iam the president of the New York State Motor- 
bus Association. 

Mr. Chairman and gentlemen of the committee, the New York 
State Motorbus Association representing 90 percent of all motorbuses 
privately owned, operated in the State of New York, want to be re- 
corded as opposed to any increases in taxes on gasoline or diesel fuel. 
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We desire to call attention to the fact that bus transportation is 
one of the first lines of defense of this country in time of war. 

You all remember gasoline and tire rationing during World War 
Il. It was a matter of national emergency to conserve fuel and tires. 
Yet people had to travel and the motorbus industry had to do the job. 
It did a tremendous job throughout the country and in many places 
was the only form of mass transportation that was available. 

If we were to have another war, our industry will be expected to 
step into the breach again. 

If it is taxed to death meanwhile, it won’t be there. 

In the last 3 years 57 of the smaller companies in New York State 
went out of business because they could not stand the gaff. 

Granted there are other factors which contributed to this besides 
taxes, but taxes were a principal cause. 

The motorbus industry is not a prosperous industry. In the words 
of Public Service Commission Chairman Benjamin F. Feinberg in 
an address on January 24, 1956, before the transportation manage- 
ment program at Harriman, N. Y., he said, and I quote: 

Few of the transit companies are prosperous; some are just getting by and 
many of them are fighting for survival. * * * The crisis in the motorbus in- 
dustry stems from many complex causes and calls for courageous and resolute 
action by management, labor, the public and, at this juncture, by the legislature 
and by the executive branch of Government. I have no single or simple panacea. 
But in at least one respect bus companies could and should be helped without 
delay by the application of a realistic tax policy. 

No justification exists to levy taxes on the motorbus industry as a 
franchised monopoly because it is no longer a monopoly. 

The mass production of automobiles and the extensive use of these 
automobiles the public has created a powerful competitive factor. 
Every car owner becomes an individual competitor and with group 
riding and the use of car pools, the bus operator not only loses the 
car owner as a customer but his friends and relatives as well. 

To point up that the motorbus industry is recognized as being no 
longer a monopoly, I refer again to the address of Chairman Feinberg 
wherein he stated: 

let us consider for a moment the anomalous situation of the bus industry 
under existing conditions. To all intents and purposes, transit companies, like 
other regulated utilities, are operated under franchises which establish mo- 
nopolies. They are clothed with a public character and have the obligation to 
provide safe and adequate service at reasonable cost. 

Mr. Boces. Mr. Chairman, I don’t want to interrupt the witness, 
but you are testifying in behalf of mass transportation ? 

Mr. Conway. In the State of New York. 

Mr. Boces. I know. You are not talking about intercity buses? 

Mr. Conway. No, I am not. 

Mr. Boees. You are talking about the provision that we have in the 
bill. 

Mr. Conway. That is right. 

Mr. Boees. And you feel that doesn’t quite cover your situation. 

Mr. Conway. That is correct. 

Mr. Boacs. Mr. Chairman, I don’t want to cut the witness short, 
but I want to make this statement. We have had other testimony on 
this point, and it was the intention of those of us who drafted this 
bill to exempt people in the mass transportation industry; that is, 
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transporting a worker to his job and a woman to the shop. That is 
what you are talking about. 

Mr. Conway. I will get to that in a few minutes, Congressman 
Boggs. I can bring myself to it if you prefer. 

Mr. Boces. What I am trying to tell you is that we are trying to 
work that out, and I don’t think it is necessary for you to read this 
long statement. 

Mr. Foranp. This is only a short statement. 

Mr. Boees. Go ahead and read it. 

Mr. Esernuarter. Mr. Boggs just wants to tell you that he is for 


ou. 

Mr. Conway. I realize that. I will make the point, if I may, that 
we would suggest on behalf of the New York State Motorbus Asso- 
ciation that lines 5 through 11 on page 13 of the bill be amended to 
read as follows: 


Used or resold for use in connection with furnishing scheduled common car- 
rier public passenger land transportation service in urban and suburban areas 
along fixed routes, but only if at least 75 percent of the mileage operated over 
said fixed routes is within the limits of a single commercial zone or within the 
limits of a 25-mile radius of said single commercial zone. 


Mr. Boaes. I might tell you one trouble about your amendment is 
that I have been told that the city of Los Angeles is more than one 
commercial zone. 

Mr. Conway. That is true. I understand it is two. 

Mr. Boses. So that language would not help them. 

Mr. Conway. Not knowing the area around one commercial zone, I 
don’t know whether it would extend beyond 25 miles. 

Mr. Boecs. You want to extend the commercial zone out 25 miles. 

Let me ask you this question. If you extended the commercial zone 
of Baltimore 25 miles, and the commercial zone of Washington 25 
miles, you could operate an intercity bus system between Washington 
and Baltimore. You are not advocating that, are you? 

Mr. Conway. No; I am not advocating that. On the other hand, 
if you extended a radius of 25 miles outside of the city of New York, 
it would not take in all of the commuting area of the city of New York. 
The same applies in other parts of the State outside of Buffalo and 
outside of the city of Rochester. 

Mr. Boces. Would you agree on this. The problem is to exclude the 
mass municipal transport system, is that right? 

Mr. Conway. That is it. 

Mr. Krocu. Mr. Chairman, I would like to ask Mr. Conway as to 
whether your association has given any consideration to the situation 
of the taxicab operators in cities like New York, some of whom contend 
that they are an integral part of the public transportation system 
within the city. Would you have any views on that? 

Mr. Conway. I would not have any views on that, Mr. Keogh, be- 
cause we don’t consider that they are in the same category as the mass 
transportation of people. They carry generally in New York only 1 
or 2 people at atime. They don’t permit group riding in taxicabs in 
New York City. 

Mr. Krocu. How about a city like the District of Columbia where 
the taxi system certainly constitutes an important part of the public 
transportation ? 
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Mr. Conway. I don’t believe that there is any competition between 
mass transportation and taxicabs, because of the differential in the 
cost. 

Mr. Krocu. I just question whether the test should be whether the 
one is competitive with the other. Certainly if they are competitive 
systems, then the one should not be accorded any more consideration 
than the other. We should not add to or detract from the competitive 
position of either. 

I am simply wondering if, as I understand your position, you are 
coming in to claim an exemption by reason of your finishing a form of 
mass transportation within a limited area like the limits of a city. I 
am just wondering whether you have given any thought to whether 
the taxicab operators within the same areas should not be given the 
same type of consideration. 

Mr. Conway. Very frankly we have not. 

Mr. Kerocu. You leave that up to the taxi operators, do you? 

Mr. Conway. Yes, sir. 

Mr. Keocu. Thank you very much. 

Mr. Foranp. If there are no further questions, we thank you. 

Mr. Conway. Thank you, gentlemen. 

Mr. Foranp. The next gentleman on the calendar is Mr. Robert L. 
Moulton. 


STATEMENT OR ROBERT L. MOULTON, CHAIRMAN, PUBLIC UTILI- 
TIES COMMISSION OF THE STATE OF OHIO, CHAIRMAN, RECI- 
PROCITY BOARD OF OHIO 


Mr. Movtton. Mr. Chairman, members of the committee, my name 
is Robert L. Moulton. My headquarters are Columbus, Ohio, and 
I am chairman of the Public Utilities Commission of Ohio. 

Mr. Foranp. Do you have a prepared statement ? 

Mr. Mouton. I have a copy of a report submitted by the State of 
Ohio to the Bureau of Public Roads on this subject which I have sub- 
mitted and have only one copy. I want to say at this time that I will 
be glad to see that each member of the committee gets a copy of that 
report. I was directed to come here at rather short notice, and was 
not able to supply copies for all the members of the committee. 

Mr. Foranp. How much time do you think you will require, Mr. 
Moulton? 

Mr. Motutron. I would imagine about 10 minutes, Mr. Chairman. 

Mr. Foranp. You may proceed and furnish the additional copies of 
your paper as soon as you have a chance. 

Mr. Moutton. I will do that within the next day or two. 

Mr. Chairman and members of the committee, it was suggested that 
I come here and appear before this committee by Governor Lausche 
of our State, and the reason why that suggestion was made is because 
the State of Ohio, within the last 4 or 5 years in connection with 
trying to determine an equitable method of financing its own highway 
program has gone through more or less the same type of thing that you 
are confronted with here today in these hearings on the Boggs bill. 

In 1949, a study report authorized by our general assembly reported 
back to the legislature, and said that Ohio, if it were to keep up at all 
on its highways and meet the present-day needs, would have to spend 
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not less than $250 million a year for approximately the next 20 years. 

At the same time that the study was made of the highway needs, 
a study was also made of the fiscal problem to determine how the 
highway program should be financed. That committee authorized 
by the legislature and known as the Ohio Program Commission went 
into this whole question very thoroughly, and in 1952 in its report 
recommended back to the legislature that our highway program be 
financed by a 1-cent increase in our gasoline tax, and by a weight- 
distance tax imposed upon commercial vehicles. 

That recommendation was submitted to the 1953 session of the Ohio 
Legislature and they adopted that program. The 1-cent gasoline tax 
was enacted, and at the same time there was adopted a tax on heavy 
commercial vehicles scaled from one-half cent a mile to 214 cents a 
mile. That tax has been in effect since October 1, 1953, is working 
out exceedingly well, and we believe, represents a fair and equitable 
basis for assessing highway costs. 

It was with the thought in mind that the information which we 
have here, and which is contained in the report, Mr. Chairman, which 
is before you, might be of interest to this committee in the consideration 
of its problem. 

Last fall Governor Lausche received a communication from the 
Bureau of Roads in the Department of Commerce in which it was 
requested that certain information be supplied with respect to our 
highway fiscal program and with particular respect to the operation 
of newly enacted highway use tax. In response to that request, the 
various State Departments in Ohio prepared this report for the Bu- 
reau of Public Roads, in which we set forth the reasons which moti- 
vated the enactment of the axle-mile tax which I previously referred 
to, and the way in which it is operating and working. 

To our knowledge the report that was submitted to the Bureau of 
Public Roads has not come to the attention of the committee, and since 
it contains what we think is considerable and very valuable informa- 
tion on this whole problem of how equitably to finance a highway 
program, we thought it might be of some service to the committee to 
offer this report to it. 

Mr. Foranp. Right at that point, I believe that the report is rather 
voluminous. It may, without objection, be included by reference but 
not included in the record unless the chairman approves of it. 

Mr. Movtton. I should like to at least offer it for the record. 

Mr. Foranp. We will leave that to the discretion of the chairman. 

(The document referred to appears on p. 516.) 

Mr. Movtron. Our particular interest in this is the fact that we 
in Ohio, after a very comprehensive and objective study of this whole 
problem of highway finance, have arrived at a program and a policy 
of financing highways which we think is fair and equitable. The re- 
sult of the enactment of the tax upon the heavy truckers has been that 
the passenger car motorists and the heavy commercial vehicle—and 
all commercial vehicles, for that matter—now pay almost exactly the 
same in the form of highway taxes on a ton-mile basis, which we think 
is just and equitable. 

Before the enactment of the axle-mile tax in Ohio, and as long as 
we were relying only on the gasoline tax and our license registration 
fees, it was found in a study that the passenger car motorists were 
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paying approximately 55 percent more per ton-mile than the heavy 
commercial vehicle was paying. 

The legislature thought that was inequitable and adopted this axle- 
mile tax in an effort to bring into some degree of fairness and uni- 
formity the cost responsibility on a ton-mile basis. 

This committee, as I understand, has before it various alternate 
propositions as to how the Federal highway program is to be financed. 
One program would provide an across-the-board increase in taxes. 
Other alternate proposals, I understand, would provide for graduated 
levies upon those commercial vehicles which make the most use of 
the highways. 

It was the conclusion of the Ohio studies as well as the studies of 
many other States, including the studies made by the Council of State 
Governments, and submitted to and approved by the Governor’s Con- 
ference of 1950, that tax equity in the highway field cannot be achieved 
unless there is some differential or graduated levy upon the heavy 
commercial vehicle. 

I should like to quote just one sentence from the final conclusions 
of the Council of State governments report on this subject, which was 
published in 1950 and was submitted to and approved by the 1950 
Conference of Governors. They say, and I quote: 

it is clear that in terms of overall road construction and maintenance costs, as 
well as those incurred on main routes by an almost constant flow of heavy truck 
traffic, the share of highway costs borne by trucks carrying heavy cargoes is less 
than it should be. 

In addition to that conclusion by the Council of State Governments’ 
report, independent studies were made, authorized by State legis- 
latures in Ihnois, California, Oregon, Washington, New York, New 
Jersey, and Idaho, and in each and every instance in which such an in- 
dependent and objective study was made, the conclusions were the 
same: Substantially, that tax equity in financing highway needs can- 
not be achieved unless there is some tax on the heavy commercial 
vehicle which is directly related to the weight carried and the distance 
traveled. 

The Council of State Governments in its 1950 report to the Gov- 
ernors Conference recommended to the States that legislation be 
enacted which would place a levy of some kind upon the heavy com- 
mercial vehicles upon the two factors of weight carried and distance 
traveled. 

We all know that basically in the rate structure of every transporta- 
tion agency, whether it be rail or motor vehicle or whatever the agency 
may be, the two basic factors in the rates which these common carriers 
charge are weight and distance. If that is a fair basis for rates, and 
we think it is, we think then it follows logically that it is an equally 
fair basis upon which to assess taxes. 

I might also mention that a number of the States, including Ohio, 
have toll roads. We have in Ohio a turnpike clear across the State. 
We charge tolls for use of that road. Those tolls are based directly 
upon and graduated according to the weight of the vehicles and the 
miles traveled. So far as I know the rates on every turnpike in the 
country are based on those two principles of weight and distance. 
We think that in the consideration of the financing of any highway 
program those 2 factors should be paramount and are the 2 that should 


be considered. 
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In connection with the Ohio studies, a detailed survey was made 
to determine how much more it costs to build our roads in order to 
carry the heavy truck traffic. It was found as a result of the Ohio 
study that it costs anywhere from 48 to 57 percent more to build our 
roads, because we have to build them so much thicker and so much 
wider, and with so much less grade than we ordinarily would have 
to do if it were not for the heavy truck traffic. 

I talked the other day with the chief engineer of our State highway 
department, and he told me that the standard design for any highway 
now that is going to carry any considerable volume of commercial 
vehicles is 9 inches of concrete on a 6-inch base of granular material. 
If we were building roads to carry light vehicles and passenger cars, 
it would be necessary to design roads with only a depth of 6 inches of 
concrete and no subbase would be necessary. In other words, an 
additional thickness of 9 inches is required for the construction of our 
major highways now due entirely to the fact that they have to be 
designed to carry this heavy traffic. 

In addition to the original construction cost, occasioned by the com- 
mercial vehicles, there is an extensive increase in the maintenance 
costs of highways due to the constant use by them of heavy loaded 
commercial vehicles. In Ohio our studies disclosed that 46 percent of 
our entire maintenance costs can be directly attributed to the heavy 
commercial traffic that our roads must sustain. 

In view of all these facts—and I am mentioning some of these in 
order to give to the committee the thinking and the background b*hind 
the enactment of this type of tax in Ohio—the matter was not a 
partisan issue at all in our State. The tax was enacted by a Republi- 
can legislature and signed by a Democratic Governor. The author 
of the bill was the man who is now speaker of the Ohio House of 
Representatives. 

Our interest in the consideration of the bill that is now before this 
committee is that if States like Ohio and New York, which have made 
a careful and thorough and comprehensive study of this problem, and 
have seen fit to enact legislation which in their judgment and the 
judgment of the officials of the States and legislative branches of 
these States, if the fair solution to this highway fiscal problem, can 
have the prestige of the Federal Government swung in back of the 
support of this principle, it would mean a great Seal not only to 
we States that have already enacted such a tax program, but also to 
other States which are now seriously considering this problem. 

I understand the Michigan Legislature and the Virginia Legisla- 
ture right at the present time have under consideration taxes which 
seek to secure from the heavy vehicles a fair share and a just con- 
tribution toward the financing of their highway programs. Many 
other States are studying the problem. 

If the financing of the Federal highway program which is so 
badly needed, and which everybody is in favor of, some recognition 
can be given to this principle that the cost of these highways must 
be borne fairly and that the added cost of simbrecing tie highways 
ee the added cost of maintaining them, which is occasioned by the 
reavy commercial vehicles must be taken into consideration in the 


assessing of the highway costs—if that principle can be established 
and recognized by the Congress—it will be a great source of strength 





HIGHWAY REVENUE ACT OF 1956 507 


and support to States like Ohio and New York, who have already 
enacted such programs, and far more, to other States who are now 
considering this problem, and all States have this problem, we know. 

In addition to this Federal program, each State is going to have 
to carry on an extensive roadbuilding program of its own. 

Conversely, however, if this committee should reject the principle 
that highway taxes should be related to highway use and to highway 
costs and highway maintenance costs, it will be a great discourage- 
ment, certainly, to the whole idea of equity in the designing of tax 
programs for financing highways by the various States. 

The Maryland road test, and all the tests that have been made by 
independent and objective agencies, have disclosed that the deteriora- 
tion of the pavement, the breaking down of the road, is definitely in 
proportion to the amount of weight that is placed upon that highway. 
As I said, in Ohio 46 percent of our maintenance cost can be attributed 
directly to the heavy commercial vehicle. We have pictures of roads 
where trucks are going down one lane loaded and coming back in the 
other lane empty, and those pictures show the lane in which the 
vehicles are traveling loaded all broken up, cracked, with holes in it, 
and deteriorating badly, whereas the other Jane upon which the light, 
unloaded vehicles travel is in perfectly good shape. 

I think all the tests that have been made adequately demonstrate 
that point. We believe that in the offering of our reply to the Bureau 
of Public Roads questionnaire we have set forth the reason and the 
theory and the philosophy behind this principle of weight-distance 
tax for heavy commercial vehicles. We think it is a sound one. We 
urge upen the committee a recognition of the difference in the use of 
our highways between the passenger-car motorist and the heavy 
commercial vehicle. 

Just one more word, Mr. Chairman, in connection with fuel taxes, 
gasoline taxes. While they are a basic component part of practically 
all highway financing programs, every study that has been made on 
the subject has conclusively demonstrated that the gasoline tax alone 
is not a fair basis of motor-vehicle taxation. The reason why it is not 
fair is that the consumption of gasoline does not increase anywhere 
near in proportion to the weight carried by the vehicle. 

A study in New York demonstrated that on a ton-mile basis the 
average passenger car pays twice as much gasoline tax as a 15-000- 
pound truck, and 3 times as much gasoline tax as a 55,000-pound truck. 
While it is essential in our tax structure to have fuel taxes, fuel taxes 
alone cannot be depended upon to make an equitable distribution of the 
highway cost. 

Mr. Chairman, I wish to again thank the committee for the oppor- 
tunity of appearing here and of presenting some of our thoughts on 
this subject, and particularly calling to your attention the question- 
naire which we submitted to the Bureau of Public Roads, which we 
understood when it was sent out, was to be used for the benefit of 
congressional committees who were studying this very problem. 

The CHairman (presiding). Does that complete your statement, 
Mr. Moulton? 

Mr. Movutron. It does. 

The Coamman. We thank you for your appearance, and the very 
helpful information you have given the committee. 


738749—36——-33 
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Are there any questions? Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaes. When did you submit this study to the Bureau of Roads? 

Mr. Mouton. It was submitted under date of November 7, 1955, 
Mr. Congressman. 

Mr. Bocas. So it was submitted 3 or 4 months ago? 

Mr. Movutron. Yes; approximately. The request was sent out on 
September 23. It was said in the request that this information had 
been requested by the chairman of the House Subcommittee on Roads, 
and we were requested to return it to the Bureau of Roads not later 
than November 15. 

Mr. Boces. Who asked for it? Whosigned that letter? 

Mr. Movutron. The memorandum that came out from E. H. Holmes, 
Deputy Commissioner, was in the form of a circular memorandum to 
division engineers. 

Mr. Boces. I ask you that question because Secretary Weeks was 
here before the committee on Friday, accompanied by Commissioner 
Curtiss and some of us asked some questions bearing on this subject and 
the Department of Commerce, and the Bureau of Roads, first, took no 
position on the matter, and indicated that they had no information. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Mr. Moulton, I think you understand what has been 
said with reference to your report. If you do not, you will have the 
right after you consult with the gentleman up here who looks after 
the record to put in what you want and delete what you don’t want. 
You have heard that the committee would like to have the full state- 
ment. Personally, I would, too. 

Mr. Movuttron. Thank you very much, Mr. Congressman. 

Mr. Jenkins. Now I would like to ask a question or two. 

Mr. Moulton, this may be a little personal. You don’t happen to be 
a relative of the Moulton in my hometown ? 

Mr. Mouton. No,sir;lamnot. I wish I could claim relationship 
to them. I know some of them, and I know they are very fine people. 

Mr. JenKins. They certainly are. 

Now, let me ask you a question or two. Am I right in this position : 
I maintain that there is more through traffic on the roads of Ohio 
than any other State in the Union. Everybody in northern Pennsyl- 
vania and New York and in New England who wants to go west has 
got to go through Ohio. Everyone who lives in Chicago and through- 
out that area coming east must come through Ohio. That being the 
case, wouldn’t it be safe to say that there is perhaps more traffic of the 
type we are talking about passing through Ohio than any other State? 

Mr. Movtron. Mr. Jen ins, I don’t know whether it can be abso- 
lutey said for a certainty that there is more in Ohio than in any other 
State, but I would certainly say if we are not first, we are awfully close 
to the top in this interstate traffic. 

Mr. Jenkins. You may not be old enough to remember, but I am, 
when we first established good roads across Ohio with brick pave- 
ments we paid for ourselves. 

Mr. Moutron. That is right. 

Mr. Jenkins. And the big trucks cracked them and we had to pay 
for them. 

Mr. Mouton. That is right. 
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Mr. Jenkrns. It seems to me that your statement as chairman of the 
public utilities commission ought to answer every reasonably impor- 
tant question that might come up with reference to this program. I 
would like you to give your experience in the State of Ohio, and that 
experience will go back for several years. 

Mr. Mouton. Yes, sir. 

Mr. Jenkins. The surveys you made are included in the statement. 
Personally, I would like you to tell us why your position is what it is. 
If you will summarize your statement, you will do me a great favor, 
and I am sure you will do the committee a great favor. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? Mr. Baker, of 
Tennessee, will inquire. 

Mr. Baxer. Mr. Moulton, Ohio has a State income tax; doesn’t it? 

Mr. Moutron. No; we have no State income tax. 

Mr. Baxer. That is all. ; 

The CuHatrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Moulton, I was wondering what experience Ohio 
had in the administration of the mile tax as a practical matter. How 
do you enforce that, or how do you actually collect it ? 

Mr. Mouton. The trucker who operates in Ohio with three axles 
or more is required to secure from the department of taxation a $2 
sticker which must be affixed to his windshield at all times. The 
highway patrol, as they check the vehicles on the road, among other 
things always check to see whether the trucker has this sticker, to 
see whether he is registered with the department of taxation. 

Mr. Curtis. Is that annual? 

Mr. Movuxton. No; it was at first annual. It is now permanent by 
an amendment at the 1955 session of our legislature. Then at quar- 
terly intervals, he submits a report of all the miles he has traveled 
in Ohio. All he has to do is just break down the number of vehicles 
or combinations with three axles or more, and how many miles they 
traveled. If it is a three-axle vehicle, the tax is one-half cent a mile. 
This tax is graduated according to number of axles up to a maximum 
of 214 cents per mile. 

Mr. Curtis. Most truckers keep these records anyway for the main- 
tenance of their trailers. 

Mr. Moutron. That is right. We understand that as far as record 
keeping on the part of the trucker is concerned that this tax requires 
practically no additional record keeping. Of course, it requires him 
to make out this return every 3 months. But the material which he 
needs for the return is the material he would have anyway. 

Mr. Curtis. That would be my understanding. 

Mr. Boces. Would the gentleman yield ? 

Mr. Curtis. Yes. 

Mr. Boces. Does this apply to any truck regardless of what the 
use of the truck is? 

Mr. Mouton. Yes. There are no exemptions on use. It applies 
to every vehicle with three or more axles, whether it is used in trans- 
porting farm commodities, whether it is a private carrier or whether 
it is a common certificated carrier. 

Mr. Curtis. The weight figures he has to keep anyway for your 
other regulatory provisions, is that correct ? 
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* Mr. Movutron. That is right. Our weight laws are on an axle 
asis. 

Mr. Curtis. Yes. Has any other State adopted this same axle-mile 
- ee Ohio has, or is it the only one that has had experience with 
the tax ! 

Mr. Movutron. Strictly speaking, I think we are perhaps the only 
State that has enacted what might be called an axle-mile tax, where 
the tax is directly related to the number of axles. But the New York 
tax, enacted in 1951, I believe, is very similar. 

-Mr. Curtis. It is a weight-mile proposition ? 

Mr. Movutrton. Yes, that is right. It is a weight distance tax. 

Mr. Curtis. Has the State run into any difficulties from the admin- 
istrative angle ? 

Mr. Mouuron. Not that I know of, I don’t know about the New 
York experience. I don’t know of any particular difficulty that they 
have had. None has come to my attention, in Ohio, of course, there 
have been problems in connection with its administration. The ad- 
ministrative cost, however, is very low, relatively speaking. The ad- 
ministrative cost of the axle-mile tax in Ohio for the last fiscal year 
was 3.45 percent, which is much less than our sales tax, and much 
less than most of our other taxes. 

Mr. Curtis. What are the administrative difficulties? Is it your 
feeling that there are some people not paying it ? 

Mr. Moutton. Strictly speaking, my department does not adminis- 
ter the tax. The department of taxation administers the tax. I am 
not quite as familiar with all of the details as somebody from the tax 
department would be. But it is my understanding that there have 
been some difficulties, of course, by reason of the fact that it is known 
that not everybody has registered that should register. I am advised 
that they had the State highway patrol make certain spot checks a few 
months ago of trucks at certain points to see how many had stickers, 
and they found from those checks that there was approximately 7 
percent that did not have the sticker or had improper ones. They are 
making these checks more frequently and apparently trying to work 
the thing out. 

Mr. Curtis. Our problem at the Federal level, of course, would be 
that.if the States uniformly had a system like this, we could rely on 
their enforcement provisions for compliance. But on the Federal 
level, we have no way of enforcing such a tax as Ohio has. That is 
the reason I was trying to get into the details of the thing. I must 
state frankly that something along this line is desirable in my opinion. 
I wanted to examine those administrative problems. 

I have one other relatively minor question. On your Ohio turn- 
pike, I presume you keep data as to what type of vehicles use the 
turnpike? 

Mr. Moutron. That is right, records are kept of that. 

Mr. Curtis. In general, what does the usage data show in relation 
to passenger cars and three-axle trucks? 

Mr. Mouton. I can’t give you anything in the way of exact infor- 
mation on that, Mr. Curtis, but it is my understanding that the rev- 
enues which were anticipated to be received from the heavier vehi- 
cles on the turnpike have not met expectations. The truck traffic in 
other words is not as heavy on the turnpike as we thought it would 
be. 
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The passenger traffic is as heavy, if not a little heavier, than they 
thought at first. However, I understand that it is rather common in 
turnpikes at first—that the trucks almost purposely boycott them for 
the purpose of trying to force a reduction in rates. When they find 
out that they won’t be reduced, they start using them again. 

Mr. Curtis. Do you think that the rates have something to do with 
it? 

Mr. Moutton. I think they do; yes. I think there may be other 
reasons. 

Mr. Curtis. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Forand, of Rhode Island, will inquire. 

Mr. Foranv. Mr. Moulton, I was very much interested in the sticker 
proposition you were talking about. Does that apply only to trucks 
that are registered in Ohio? 

Mr. Moutton. No. 

Mr. Foranp. Does that apply to outsiders as well ? 

Mr. Mouctron. It applies to outsiders as well. Any truck that is 
operating over our highways, whether licensed in Ohio or not, is 
subject to this requirement that they register and be subject to the tax. 

Mr. Foranp. How is that worked? Do you hold up the trucks on 
the road or how do you operate ? 

Mr. Moutron. As I have indicated to Mr. Curtis, I am not too 
familiar with all of the administrative details, but one of the checks 
that has been made has been by the State highway patrol on various 
highways which carry heavy interstate traffic, such as Routes 40, 30, 
and 20. They make spot checks to determine whether or not they 
have the sticker. They report to the department of taxation those 
vehilces which do not bear the sticker. As I indicated, I believe in 
this report that subject is covered along with a discussion by the 
tax department officials of some of the administrative problems in 
connection with the tax. I believe that is referred to in this report. 

Mr. Foranp. The question now arising is that if a truck is just 
driving through Ohio on just the one trip—just out of one State, 
through Ohio, and into another State—he is subjected to that same 
tax, even if it is just one trip? 

Mr. Movrron. That is correct. 

Mr. Foranp. He must obtain a sticker? 

Mr. Movtron. Yes. 

Mr. Foranp. If he is not familiar with the fact that that is the 
Ohio law, then somebody must hold him up somewhere, and I would 
like to know what the procedure is under those circumstances, that 
is, whether you hold up a truck for half a day or a day or 10 minutes, 
or whether he can buy a sticker right where he is held up or what the 
procedure is. 

Mr. Mourron. The procedure, as I understand, Mr. Congressman, 
is that if the truck is stopped and found not to have a sticker, the 
highway patrol does not hold up the truck or does not stop him or 
hold him up unduly. He lets him go on, but he gives the trucker an 
application blank for registration and tells him he must secure the 
sticker. The patrol also notifies the department of taxation and the 
department then follows through. 

Mr. Foranp. He has to pay $2 for that sticker ? 

Mr. Moviron. $2 for the sticker; yes, sir. 
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Mr. Foranp. How about the weight and size of the truck, and so 
forth, on which the tax is applied on your other vehicles, those reg- 
istered in Ohio? Does the outsider have to be subjected to that same 
tax if he is traveling through ? 

Mr. Mounron. Yes; the tax is applicable to all persons who use 
our highways. The theory of the tax was that it was to be directly 
related to use. Since the interstate carrier uses that highway just 
as much as our intrastate carriers, there is no exception made. 
Everybody is subject to the tax. We have not extended reciprocity 
to anyone, because we don’t think it is fair to do so. 

Mr. Foranp. Are there any other States that use the same system 
of the sticker or something similar to that other than Ohio that you 
know of ? 

Mr. Moutrton. I think New York State has something very similar. 
The State of Oregon has had this tax for longer than any other State 
They have had this tax for about 15 years. 

Mr. Foranp. They use the State patrol to check? 

Mr. Moutton. I think they do, although I am not certain. While 
the Ohio Legislature was considering this problem, our director of 
highways made a personal trip to New York and Oregon to study the 
system there. They came back after visiting New York and Oregon 
fully convinced that this was a workable and equitable tax, and our 
director of highways personally appeared before the legislative com- 
mittees and urged adoption of some such measure. 

Mr. Foranp. Thank you. 

The Cuarrman. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boces. If we put through this Federal Interstate System where 
the Federal Government pays 90 percent, do you think it would be 
fair for the Government to put on that same kind of tax and for you 
to continue to collect the tax in Ohio, too, on those interstate roads? 

Mr. Mouton. Mr. Boggs, I believe that if the principle were estab- 
lished and the Congress saw fit to enact a nationwide tax on this prin- 
ciple, or something similar to it, then perhaps the States should not 
impose a similar levy. If the same kind of tax as we have in Ohio 
were, however, to become nationwide by an act of Congress, and the 
States were to withdraw from the field, then the revenues derived from 
such a tax should be equitably allocated between the Federal Gov- 
ernment and the States so that the States would be sure to receive fair 
compensation for the use of their highways by the commercial vehicles 
ee in interstate commerce. Not all interstate traffic in a State 
like Ohio would by any means be on roads for which the Federal 
Government pays 90 percent of the cost and the States always have 
the sole responsibility for maintenance of the highways including 
the interstate system. 

Mr. Boces. You are putting us in the position of dictating to the 
States. You see the Fallon bill, as I understand it, makes no changes 
in State administration of the highway programs. The existing State 
regulations and State highway commissions have jurisdiction. As- 
suming for the moment that this stamp tax was applied in 48 States 
so that you had a vehicle moving from New York to San Francisco on 
the intercontinental system or transcontinental system, then he would 
have to pay that tax as he traveled through each one of those States, 
plus the Federal tax, which I presume will be the equivalent of the 
total of the States that he went through. Do you advocate that? 
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Mr. Movtron. I am not advocating that; no. I am not advocating 
before this committee necessarily that you adopt a tax similar to our 
axle-mile tax. I am urging, however, that in whatever type of meas- 
ure you do enact, you give recognition to that principle, either by a 
differentiation in some of these excise levies that have been proposed, 
or by enactment of some type of weight-distance tax. I am not spe- 
cifically asking or urging the committee to adopt the same tax we 
adopted. Iam just here to say that we think that is a sound principle, 
and it can be applied in more than one way. 

Mr. Boces. As a matter of fact, it would seem to me that the State 
of Ohio would gain considerably if we pass the Fallon bill, because 
vour Interstate System is for all practical purposes taken over by the 
Federal Government. That is, it pays for all but 10 percent of it. 
My good friend, Mr. Jenkins, told us there was more interstate bus, 
truck, and automobile traffic moving through Ohio than in any other 
State in the Union. You said that maybe it was the second State. 
You would continue to collect all of the State levies on the roads you 
did not have to build. So you would have moneys that you were not 
spending for the Interstate System to spend on your other systems. 
You would gain considerably by it. 

Mr. Mourton. You are referring only to construction costs. 

Mr. Boces. I am referring to right-of-way costs, engineering costs, 
construction costs. 

Mr. Mouton. That is true of the so-called Interstate System. 

Mr. Boces. The point I am making is that insofar as that system 
is concerned, it undoubtedly would be the system carrying all of this 
traffic that you carry in Ohio. I am talking about this traffic moving 
from St. Louis to New York and from Chicago to Washington and 
from Los Angeles to Pittsburgh. 

Mr. Movtron. I think a great part of it would be on the Interstate 


Mr. Boegas. Yet the motorist using that system, whether he be a 
pleasure driver or a commercial driver, whether it be an automobile or 
truck, would pay your State taxes. 

Mr. Mouton. Yes, sir. We think he should. 

Mr. Boaes. So do I. I am not arguing that he should not. The 
point I am making is that you would continue to have those revenues 
on a system which you did not have to pay for. 

Mr. Moutron. Of course, we have the sole obligation of the main- 
tenance of these roads once they are built. 

Mr. Boaes. My understanding is that one of the contentions here 
is that there should be a tax differential because the roads have to be 
built in a fashion to carry the heavy trucks, so that you have to spend 
more money building them. 

Mr. Moutron. That is right. 

Mr. Boaes. When you spend more money building them they are 
built on the theory, we have testimony, that you don’t know how 
long they will last. Supposedly if they are properly constructed, they 
will last for 100 years. So your maintenance cost won’t be very much 

Mr. Mouton. I do know that many comparatively new roads in 
Ohio that have been built according to the finest specifications of 
engineering design for modern highways have still broken and deteri- 
orated rather rapidly under this tremendously heavy traffic. 
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Mr. Boces. How deep is the concrete ? 

Mr. Moutron. Our standard design concrete is at least 9 inches with 
a 6-inch granular subbase beneath it, with a total of 15 inches as the 
minimum. 

Mr. Boces. What do you mean, granular? 

Mr. Movurron. Sand or gravel or stone. Nine inches of concrete 
over 6 inches of subbase. 

Mr. Bocas. I saw something in an editorial of 14 inches of concrete. 

Mr. Moutron. I personally don’t know of any that thick. I am not 
an engineer, and I have to get my information from the highway 
department engineers. 

Mr. Bocas. I doubt that the fellow who wrote that editorial was an 
engineer. 

Mr. Movtron. I understand that it is 15 inches thick and if it were 
not for the heavy trucks, you would only need 6 inches with no subbase. 

Mr. Boces. But if you make the 9 inches plus a subbase, then what 
do you estimate the life span? 

Mr. Moutton. I don’t know that I have any information on that, 
Mr. Bocas. I know it will be a lot shorter with the continual repetition 
of heavy loads on it than it would be otherwise. 

Mr. Boees. You are not maintaining that it is not engineeringly 
possible or feasible to build a highway today that won’t withstand 
any weight; are you? 

Mr. Mouuron. No; I am not. 

Mr. Boggs. Isn’t it a fact that soil conditions, drainage, and that 
sort of thing, also has a lot to do with it? 

Mr. Moutron. I understand that it does, and the engineers with 
whom I have talked, and the studies I have seen, seem to indicate that 
the soil conditions have considerable to do with it, and the climatic 
conditions have something to do with it, but if you had those same 
conditions without the element of the heavy weight there would not 
be the destruction to the roads. When you get certain soil conditions 
and certain climatic conditions, plus the weight, then the pumping 
starts and the deterioration of the highway ensues. 

Mr. Boces. That is all, Mr. Chairman. 

Mr. Coorrr. Mr. Jenkins will inquire. 

Mr. Jenxtns. May I ask another question or two, Mr. Moulton. 
I was always in favor of this principle. I have wondered whether, 
because we in Ohio have Federal routes 5, 10, 20, 30, and 40, we are 
going to get as many new roads as other States will. What is the fact 
about that? What are the plans? 

Mr. Movttron. You mean from the Federal program ? 

Mr. Jenkins. Yes. 

Mr. Movtron. I don’t know, Mr. Jenkins. I think that is a good 
question. I don’t know whether we will either. I wonder myself. 
I think a lot of us are wondering about that feature of it. 

Mr. Jenkins. It is a fact that the road transportation across the 
country is primarily east and west rather than north and south, just 
like the railroads are. 

Mr. Boces. Mr. Chairman, just for the purpose of the record, you 
can find it all, Mr. Jenkins, on the map prepared by the Bureau of 
Roads which will show every road in your State—— 
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Mr. Jenxrys. They all go east and west, and that is the way they 
should go. We are glad that they are there. If a lot of people didn’t 
come through Ohio, we wouldn’t have such a great State. 

The Cuarrman. Mr. Moulton, without undertaking to indicate my 
personal position, I would like to ask you a question or two for in- 
formation. 

Do you enforce your so-called stamp tax through your highway 
patrol 

Mr. Moutrton. I wouldn’t say that it is the only basis through which 
it is enforced. I think the highway patrol merely works in coopera- 
tion with the tax department in checking and while they are checking 
the trucks on the road for other violations, they always look for the 
sticker. They work in cooperation with them. I think it is still 
fundamentally and basically the responsibility of the tax department, 
of course. 

The Cuatrman. Would you say that the success of the enforcement 
largely depends upon the checks made by your State highway patrol ? 

Mr. Movuron. [I would say that to a considerable extent, but not 
wholly by any means. 

The CHarrman. Of course, we do not have any Federal, highway 
patrol. What would be your thought as to how the Federal Gov- 
ernment could enforce that type of tax? 

Mr. Mocvtron. I just don’t know. I am certain as expert as the 
Federal Government has become in many other tax fields, and the 
efficiency which it has shown in collecting taxes of all kinds that 
certainly they would have no difficulty in administering this tax. I 
want to just note, if I might, that Charles C. Conlon, who is the 
executive secretary of the National Association of Tax Administra- 
tors, said that the weight-distance tax in his judgment was the fairest 
basis of taxation, and that it was one very capable of successful 
and efficient administration. He points out that that question has been 
raised repeatedly against this type of a tax, but he says that he thinks 
that. this tax can be administered as easily, if not more so, than most 
taxes can be. So certainly all of those problems could be worked out. 

The CuatrMan. I can understand it could be worked out. I just 
am a little bit worried about how much expense might have to be 
involved. Of course, you have a State highway patrol in your State. 

Mr. Movtron. That is true. 

The CuamrMaNn. They cooperate with your State taxing authorities 
in the enforcement of the collection of this tax. Since the Federal 
Government does not have a Federal highway patrol, what agency 
would the Federal Government depend on for these types of checks 
that are made by your State highway patrol? 

Mr. Mouton. I am not thoroughly familiar, of course, with all 
the operations of the various branches of the Federal Government 
that could be employed. I do have some slight knowledge of the 
operations of the Interstate Commerce Commission, which has a 
field staff and district offices throughout the country, and men who 
are out making road checks from time to time. In fact, they make 
them in connection with our own staff from our own public utilities 
commission constantly. It would seem to me that there would be 
some way through the Interstate Commerce Commission that this 
matter of enforcement could be worked out. The ICC is constantly 
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regulating and enforcing rules of its own for the motor-carrier indus- 


try. I believe that certainly some way could be worked out through 
the Interstate Commerce Commission. 


The Cuarrman. You do not have any way now that you would be 
prepared to suggest ? 


Mr. Moutron. No; I don’t, Mr. Chairman. 


The CuarrmMan, We thank you for your appearance and the infor- 
mation given the committee. 


Mr. Movutron. Thank you. 
(The report discussed earlier is as follows :) 


STaTe or OnI0, OrFICcE OF THE GOVERNOR, 


Columbus 15, November 7, 1953. 
Mr. AuGUST SCHOFER, 


District Engineer, United States Bureau of Public Roads, 
Columbus, Ohio. 


DEAR Mr. Scuorer: There is respectfully submitted herewith, six copies of a 
report compiled by various departments of State government in Ohio in response 
to a questionnaire of the Bureau of Public Roads relative to third-structure 
taxes. In addition there is also being submitted to you three copies of the Ohio 
highway axle tax law and various other exhibits relating to such law. These 
various exhibits are described on page 8 of the attached report. 

For the sake of completeness, the questionnaire of the Bureau of Public Roads 
was reproduced and attached to the answers thereto submitted by our various 
State departments. After each question set forth in the questionnaire, there is 
designated the page number of the report wherein the answer to such question 
may be found. The answers in the report conform to the headings and sub- 
headings of the questionnaire. 

The Ohio highway axle tax is a fair and sound method of taxing trucks for 
it is based essentially on the combined factors of weight carried and distance 
traveled. It compels many interstate trucking operators to pay for the first 
time, taxes for the use of our highways. As applied to interstate vehicles the 
highway axle tax is in conformity with the settled principle that the users of 


the highways engaged exclusively in interstate commerce are subject to State 
highway use taxes. 


Sincerely yours, 


FRANK J. LAUSCHE, 
Governor of Ohio. 


DEPARTMENT OF COMMERCE, 
BurEAv OF Pustic Roaps, 
Washington 25, D. C., September 23, 1955. 
File No. 70-81.1 
Circular Memorandum to: Division Engineers 
From: E. H. Holmes, Deputy Commissioner 
Subject: Third-Structure Taxes 


This agency has been requested by the chairman of the House Subcommittee 
on Roads to conduct such studies and compile such data as may be necessary to 
arrive at conclusions and recommendations with respect to the equitable dis- 
tribution of the tax load among the various classes of motor vehicles. Since 
third-structure taxes and related motor-vehicle imposts play an important part 
in the taxation of certain classes of vehicles, it becomes imperative that we 
make a special study of these imposts to enable us to comply with this re- 
quest. Although the immediate purpose of this inquiry is to meet this need 
the information requested will have other uses, and it is planned to include it 
in a research report. 

Attached to this memorandum is a questionnaire designed to enable personnel 
in your division to assemble the necessary data from each State. In all prob- 
ability the information required must be obtained from more than one State 
agency. Therefore, it is suggested that the district programing and planning 
engineer be directed to prepare the necessary report after or during interviews 
with the various officials responsible for the administration of a third-structure 
tax, or of motor-vehicle reciprocity arrangements, in his State. If any state- 
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ment made or other material obtained is of a confidential nature is should be so 
identified. 

The emergency nature of this request makes it desirable that the response to 
this questionnaire be completed and forwarded to Washington not later than 
November 1. It is recognized, however, that the immediate necessity of the 
civil defense work which your staff and State officials are also being called 
upon to perform may unavoidably hinder completion of this questionnaire. For 
this reason some delay in reporting on third-structure taxes must be tolerated, 
but every effort should be made to get the material for all States in to this office 
by November 15. 


INFORMATION NEEDED REGARDING THrRD-STRUCTURE TAXES AND RELATED 
Moror-VEHICLE IMPOsTsS 


FOREWORD AND DEFINITION 


The Bureau of Public Roads is engaged in a study of that group of motor- 
vehicle imposts commonly known as third-structure taxes with the primary 
objectives of determining: (1) Types of taxes imposed, (2) types of vehicles 
and operations covered, (3) background of these taxes, (4) productivity, (5) 
costs of administration, (6) administrative problems, (7) type and extent of 
effect of third-structure taxes on reciprocity, and (8) effects of such taxes on 
interstate and transstate vehicular movement. 

The term “third-structure taxes” has never been precisely defined. In its 
broadest application it embraces all taxes imposed on motor vehicles or their 
use other than registration fees and motor-fuel taxes. This inquiry is not con- 
cerned with taxes imposed as part of a general levy which also applies to 
other businesses or property ; charges, such as special titling fees, made only once 
during the life of a vehicle; or public utilities commission regulatory fees and 
other nominal charges levied only to defray the costs of inspection and regulation. 
Rather, it is concerned with special taxes on passenger- or freight-carrying motor 
vehicles, such as gross receipts and mileage taxes, imposed to exact additional 
revenue from certain classes of vehicles or types of operation. Formerly such 
taxes were imposed primarily on for-hire carriers; the more recent trend is 
to impose them on the heavier vehicles regardless of class of use. The receipts 
from most of these taxes are reported in Bureau of Public Roads form MCR. 
The receipts from others are reported in form MVR. Where mileage or gross 
receipts taxes are levied in lieu of registration fees or fuel taxes they should 
be reported even though they do not strictly qualify as third-structure taxes. 
If for-hire vehicles are charged an additional or higher registration fee than 
similar private vehicles the differential should be considered a third-structure tax. 

Much of the information requested in the succeeding portions of this question- 
naire is on record in the State and need only be assembled or interpreted. Com- 
plete and informative answers to some questions, however, will require that 
available data be supplemented by the informed comments, opinions, and esti- 
mates of qualified State officials. Any statements of a confidential nature which 
the State desires be withheld from publication should be identified. 

This inquiry is in three parts. Parts 1 and 3 apply to all States while part 2 
applies only to States which have third-structure taxes or equivalent levies. 


ParT 1 


GENERAL INFORMATION 
(Applies to all States) 


(Answers to these questions found on following pages of attached report sub- 
mitted by various departments of State government in Ohio.) 

I. Does the State for which this report is being made have any third-structure 
levies as defined on page 1? (If it has none, please so state and proceed to p. 3.) 

Il. If so, please provide a separate statement for each impost covering the 
following points: 

A. Official designation of the tax and legal citation. 

B. Description of the tax, base, rate, and extent of its application. 
(Classes of vehicles and services affected and the nature of any exemptions 
should be described.) 

C. The date the tax becomes effective. 

D. Nature, date, and legal citation of any important recent changes in 
the rate, basis, or types of vehicles or operations covered. 
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BE. The agency or agencies responsible for administration and collection 
of the tax. 

F. The fund or funds to which the proceeds of the tax are credited, and 
the purposes for which they are used. 

G. Regulations which govern the administration of the tax. (It would 
be helpful if a copy of the regulations can be furnished.) 


Part 2 


BACKGROUND, ADMINISTRATION, AND EFFECTS OF THIRD-STRUCTURE TAXES 
(Applies only to States which impose third-structure taxes) 





I. Reasons for imposing third-structure tares.—Information is needed re- 
garding the arguments advanced for adopting each third-structure tax in 
preference to hither revistration fees and/or motor-fuel taxes. Pertinent ex- 
cerpts from legislative debate, committee hearings, and statements of advocates 
and opponents of the tax or tax officials would be helpful. Any reports of finan- 
cial or tax studies recommending third-structure taxes should be cited. 

Il. Productivity—A. Please furnish an estimate of the income expected 
from each impost for 1955. Has the amount stabilized? 

B. Are refunds or credits allowed for other motor-user taxes or tolls paid by 
taxpayers; if so, on what basis and how much is estimate for 1955? 

Cc. Are large amounts of taxes due held up by litigation or otherwise? If so, 
explain circumstances. 

III. Administration.—A. Administration and compliance costs: 


1. Information is needed regarding the amount that each third-structure 
tax costs governmental agencies to administer. This should be exnressed 
both as an absolute amount and as a percentage of the gross income from 
each tax. If accurate and complete data are not available, estimates by 
responsible tax officials are accentable. In most cases it will probably be 
necessary to consult with more than one State agency. This is cansed by 
the common practice of separating the functions of administration, collec- 
tion, and enforcement. An excellent guidepost to the agencies concerned 
would be the MCR form rezularly submitted to the Washington office. 

2. Care should be taken that all administration costs are reported. (We 
are thinking primarily of costs, such as policing and weighing charges, 
which appear on other agencies’ books. ) 

3. Please report the amount of fines and penalties collected during a 
recent year or years for infractions of the third-structure tax law. 

4. Any information available about costs incurred by the truck and bus 
operators in connection with compiling required information and preparing 
required reports should also be submitted. If a tax credit is allowed to the 
taxpayer to cover such costs, the nature and amount of such credit should 
be reported. 

5. Does the State audit or otherwise field-survey the return of the tax- 
payer? If so, how is this accomplished? Is there a charge made to the 
taxpaver for the service? Is there any difference in the methods of auditing 
firms domiciled within the State and those out of the State? 

6. It would be helpful if at least one copy of the prescribed tax reporting 
forms could be furnished. 

B. Administrative problems: 

1. Difficulties encountered in imposing the tax upon certain classes of 
operators, such as itinerant truckers, should be explained. 

2. Are there separate procedures for enforcement of third-structure taxes 


on vehicles in interstate and intrastate operations? If so, please explain 
the method. 


C. Amount of evasion: 

1. Information is needed regarding the amount of evasion. This should 
be expressed hoth as an absolute amount and as a percentage of the gross 
income from the tax for a recent year or years. If complete and accurate 
data are not available estimates by responsible tax officials are acceptable. 
If a variety of opinions is found all should be reported. Any statements of 
a confidential nature should he so identified. 

2. Any investigations, studies, or reports of evasion losses and adminis- 
trative costs should be cited and copies should be furnished, if possible. 
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3. A statement regarding the liaison and cooperation among the various 
State agencies in connection with the enforcement of third-structure taxes 
would be most helpful. 


1V. Effect on interstate commerce.—A. Application of tax to interstate and 
transstate vehicular movements: The extent to which the tax is actually imposed 
on vehicles operating into or across the State should be clearly stated. The type 
of information sought is indicated below: 


1. Does the legislation levying the tax impose it on vehicles registered in 
the State, vehicles not registered in the State, or both? 

2. Are any vehicles operated in interstate or international commerce re- 

lieved from payment of the tax by reciprocal agreements with other States 

or foreign countries (namely, Canada and Mexico)’ If so, list the States 
or countries (or specific provinces, if pertinent). 

3. Describe briefly any differences between the reciprocal agreements in 
effect with other States or countries on registration fees and those on third- 
structure taxes. 

B. Effect on volume of interstate and transstate vehicular movements. 

1. If the State has made any studies of the effect of the tax on interstate 
vehicular movements, please furnish a copy of any report on such studies, 
or any published findings, conclusions, or statements of public officials on 
this subject. 

2. Information pertaining to the magnitude of interstate vehicular move- 
ments before and after the effective date of the tax would be helpful in 
appraising the effect of the tax on interstate commerce. Classification- 
count data obtained at pit-scale stations, loadometer stations, or elsewhere, 
and any other traffic data giving the volume of passenger car, truck, truck- 
combination, and bus traffic on the more important interstate routes at 
locations near the State border should be furnished for a period of years 
embracing the year in which the tax was first imposed if available. If possi- 
ble, the number of out-of-State vehicles, or vehicles with ICC identification, 
of each type should be reported separately. 

3. Opinions of responsible State officials regarding the effect, if any, of the 
third-structure tax on interstate commerce would also be helpful. These 
may be in the form of copies of or quotations from official statements. If 
any official is willing to prepare a statement on this matter he should be 
encouraged to do so. 

Part 3 
EFFECTS OF THIRD-STRUCTURE TAXES LEVIED BY OTHER STATES 
(Applies to all States) 


I. Reciprocal privileges——Any difference between the privileges extended by 
reciprocal agreements to States or foreign countries (namely, Canada and Mex- 
ic0) having third-structure taxes and those not having such taxes should be 
explained. Particular attention should be paid to any modifications made in 
reciprocal agreements because of the inception of a third-structure tax in some 
otner State or country. 

li. Effect on interstate commerce.—A. Opinions of responsible State officials 
regarding the effect, if any, of third-structure taxes levied in other States or 
countries on interstate commerce would also be helpful. These may be in the 
form of copies or quotations from official statements. If any official is willing 
to prepare a statement on this matter he should be encouraged to do so. 

b. If there have been any studies to measure the effect of an imposition of a 
third-structure tax by another State or country, please cite them. It would be 
helpful if at least one copy of each such report could be furnished the Washington 
office of the Bureau of Public Roads. 

C. If contiguous State or country (or province) imposes a third-structure tax 
information pertaining to the magnitude of interstate vehicular movements across 
the border before and after the effective date of the tax would be helpful in 
uppraising the effect of the tax on interstate commerce. Classification-count 
data obtained at pit-scale stations, loadometer stations, or elsewhere, and any 
other traffic data giving the volume of passenger car, truck combination, and bus 
traffic on the more important interstate routes at locations near the State border 
of an adjoining State or country which imposes third-structure taxes should be 
furnished for a period of years embracing the year in which the tax was first 
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imposed if available. If possible, the number of out-of-State vehicles, or vehicles 
with ICC identification, of each type should be reported separately. 

III. Exchange of information—A. Does the State exchange information 
helpful in the enforcement of a third-structure tax with other States or countries? 

B. If such information is exchanged please report the States and countries 
involved and describe the kind of information exchanged. 

(Following answers te questionnaire of Bureau of Public Roads submitted by 
various departments of State government in Ohio.) 


Part 1 
GENERAL INFORMATION 


I. The State of Ohio does impose a third-structure tax. 

II. A. Ohio highway use tax levied by sections 5728.01 to 5728.99, inclusive 
Ohio Revised Code. Popular name is highway axle tax. 

B. The Ohio highway use tax law compels certain trucks and other vehicular 
combinations to pay a tax for the use of the highways based upon the number 
of axles used and the distance traveled in this State. The tax is levied upon each 
commercial car with three or more axles, each commercial car used as part of a 
commercial tandem, and each commercial tractor used as part of a commercial 
tractor combination or commercial tandem at the following rates: 

(1) One-half cent for each mile traveled on a public highway in Ohio by 
each commercial car with three or more axles; 

(2) One cent for each mile traveled on a public highway in Ohio by a 
commercial tandem with 3 axles or a commercial tractor operated as a part 
of a commercial tractor combination with 3 axles; 

(3) One and one-half cents for each mile traveled on a public highway 
in Ohio by a commercial tractor operated as a part of a commercial tractor 
combination with 4 axles; 

(4) Two cents for each mile traveled on a public highway in Ohio by a 
commercial tractor operated as part of a commercial tractor combination 
with a total of 5 or more axles; 

(5) Two and one-half cents for each mile traveled on a public highway 
in Ohio by each commercial car or commercial tractor operated as part of 
a commercial tandem with 4 or more axles. 

The highway use tax applies to the vehicles just designated irrespective of 
whether such vehicles are used in a for-hire operation or for private transporta- 
tion. Section 5728.13, Ohio Revised Code, exempts from the tax: 

(1) Vehicles owned and operated by the United States, this State, or 
any political subdivisions thereof. 

(2) Motor vehicles owned by nonresidents of this State while engaged 
solely in the interstate transportation of household goods in Ohio, provided 
such nonresidents have complied with the laws of the State of their resi- 
dence, pertaining to the registration and taxation of motor vehicles and 
complies with the laws of this State relating to the operation of motor 
vehicles, and provided further that the owners of motor vehicles similarly 
engaged and registered in Ohio shall be exempt from all obligations per- 
taining to the registration and taxation of motor vehicles in such other 
States. 

C. The highway use tax law become effective October 1, 1953. 

D. The 101st Ohio General Assembly amended the highway use tax law in 
various respects. Section 5728.06, Ohio Revised Code, which is the section 
which levies the tax, was amended effective July 1, 1955, to provide that the tax 
due is to be based on the number of axles actually used by a motor vehicle. 
Under the law in effect prior to July 1, 1955, the tax rate was determined by 
taking the maximum number of axles which the owner declared when obtaining 
a highway use permit that could be used by a given truck or vehicular com- 
bination. Section 5728.06, Ohio Revised Code, was also amended to provide a 
tax rate of 1 cent per mile for a 3-axle commercial tandem. 

Other amendments to the highway use tax law which became effective Sep- 
tember 30, 1955, include the following: 

(1) Permanent highway use tax permits will be issued by the tax com- 
missioner rather than the bureau of motor vehicles. 

(2) Lessees of vehicles subject to the tax are made jointly and severally 
liable with the owner for the tax incurred by such vehicles while operated 
by the lessee, whereas under the previous law liability for the tax was 
limited to the owner. 
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(3) Provision is made for refunding taxes erroneously or illegally paid. 
(4) Fines are imposed for the filing of false or fraudulent tax returns. 

The Ohio Supreme Court in the case of Interstate Motor Freight System v. 
Bowers (Tax Commissioner, 164 Ohio Stat. 122), decided July 27, 1955, held 
that a reciprocal agreement entered into between Ohio and Michigan in 1937 
exempted vehicles registered in Michigan from the Ohio highway use tax law. 
Under the provisions of this reciprocal agreement Ohio and Michigan agreed 
to waive payment by their respective outstate motor carriers of license plate 
tax including weight taxes for motor vehicles and also mileage fees for their 
operations. It was the court’s view that the language of the reciprocal agree- 
ment which waived mileage fees, exempted vehicles registered in Michigan from 
the Ohio highway use tax. 

E. The Ohio highway use tax is administered by the Ohio Tax Commissioner. 
The Ohio highway patrol assists in the enforcement of the tax by determining 
whether vehicles subject to the tax have the highway use permit required by 
section 5728.02, Ohio Revised Code. 


The tax returns are filed with the treasurer of State together with the remit- 
tance of the tax. 

Section 5728.15, Ohio Revised Code, provides that the attorney general, the 
tax commissioner, and a designated member of the public utilities commission may 
enter into reciprocal agreements with other States which levy a highway use 
tax in addition to motor vehicle registration fees whereby the highway use tax 
in Ohio and such other State may be waived for vehicles registered in such re- 
spective States upon certain conditions. No reciprocal agreements have been en- 
tered into with other States pursuant to this statute. 

F. Revenue derived from the Ohio use tax is deposited in the State treasury 
to the credit of the State highway bond retirement fund created by section 
5528.02, Ohio Revised Code. (See sec. 5728.08, Ohio Revised Code.) 

On November 3, 1953, there was adopted article VIII, section 2c, of the Ohio 
constitution which provides for a $500 million issue for the construction and 
reconstruction of highways in Ohio. The revenue bonds authorized by this 
constitutional provision are secured by a pledge of moneys derived from fees, 
excises, or license taxes levied by Ohio relating to registration, operation, or 
use of vehicles on public highways, or to fuels used for propelling such vehicles. 
The Ohio highway use tax levied by section 5728.01, and those that follow, Ohio 
Revised Code, and an additional motor vehicle tax of 1 cent per gallon levied by 
section 5728.16, and those that follow, Ohio Revised Code, are specifically ear- 
marked for retirement of the highway bond authorized by the above constitutional 
provision. 

G. Attached herewith is a copy of a booklet which contains the necessary tax 
forms and other administrative regulations relative thereto. 


Part 2 
BACKGROUND, ADMINISTRATION, AND EFFECTS OF THIRD-STRUCTURE TAXES 


I. The State highway department was one of the proponents of a third- 
structure tax as their departmental investigations, the Maryland road test, 
State Highway Director T. J. Kauer’s personal trip to the State of Oregon to 
study their weight-distance tax, and studies made of the State of New York’s 
1951-52 reports of their joint legislative committee on highways, canals, and 
revenues, had convinced them that motor-fuel taxes and license fees only were 
not a true measure of highway user responsibility and that heavy commercial 
vehicles were not paying their fair share of highway revenues. It is a well- 
known fact that transportation charges for any commodity transported by 
truck, rail, water, or air are based on two factors—weight and distance. The 
philosophy of Ohio’s third-structure tax is similarly based upon the idea that the 
use of the highways can most equitably be measured and paid for in terms of 
the weight involved and the distance that weight is moved. 

Realization that Ohio’s primary highways over the last 10 years have been 
getting progressively worse, which was brought about by the following condi- 
tions: 

(1) Lack of roadbuilding during the last war. 

(2) The huge increase in heavy truck traffic during and after the war. 
(3) The inflation in the cost of roadbuilding. 

(4) Failure of revenues to keep pace with the other factors. 
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Coupled with an extensive engineering needs study of Ohio’s highways made 
by the Automotive Safety Foundation of Washington, D. C., in 1949 and 1950, 
and a highway finance study by Herbert D. Simpson, professor emeritus of pub- 
lic finance, Northwestern University, the Ohio Legislature started in 1951 to 
make a study of various types of legislation which would produce needed rev- 
enues from the standpoint of highway user responsibility. Dr. Simpson’s re- 
port recommended that needed revenues be raised on the basis of the standard 
cost method and that they be raised only from motor fuel and license fees. 

It was about this time that the incremental method of allocating highway- 
user costs was being developed by Mr. D. F. Pancoast, engineer economist of the 
Ohio Highway Department. Mr. Pancoast had worked very closely with Dr. 
Simpson in his study of Ohio’s highway finance and Dr. Simpson had intended 
to include an analysis of the cost allocation using the incremental method as 
well as the standard cost method, but the incremental study had not been fully 
completed prior to the deadline for the submission of Dr. Simpson’s report. 
The incremental treatise was submitted at a later date as a supplement to Dr. 
Simpson’s study. 

The legislature in its 1951 session, created an interim commission known as 
the Ohio Program Commission, authorized to make a study of all State gov- 
ernmental departments one of which was the State highway department. In their 
report dated January 1953, they made certain recommendations regarding or- 
ganization and administration ; maintenance, traffic, and safety ; classification of 
highways; program and finance. Their first recommendations on finance were for 
the levying of an additional motor fuel tax and a new schedule of motor ve- 
hicle license fees in order to raise the needed revenues which Dr. Simpson 
had recommended. However, these recommendations were amended to include 
also a weight-distance tax. At the 1951 session of the legislature, commercial 
vehicle license fees had been raised approximately 25 to 30 percent; and at the 
1953 session of the legislature the other two provisions of the recommendations ; 
namely, an increase in motor-fuel taxes and a weight-distance tax, were enacted. 

Four types of third-structure taxes were considered by the legislative commit- 
tees: 

(1) A bill patterned after the New York State weight-distance law and 
roughly using the “incremental theory” for establishing the rates in which 
there were thirty 2,000-pound increments of rates, starting with trucks weigh- 
ing 18,001 pounds to and including trucks weighing 78,000 pounds, the limit 
under Ohio law, the rates running from 2 mills per mile for the 18,001-pound 
trucks to 29 mills per mile for the 78,000-pound units. 

(2) Opposition developed to the large number of increments in the first 
bill and a substitute bill was offered increasing the increments to approxi- 
mately 10,000 pounds, starting with vehicles with a minimum gross weight 
of 23,000 pounds at 5 mills per mile up to the 78,000-pound vehicles at a 
rate of 25 mills per mile. 

(3) In discussing with the trucking industry the points that the breaks 
between the different mileage rates would be made under bill No. 2, it was 
discovered that the declared gross weights of the vehicles bore a direct re- 
lation to the number of axles, inasmuch as Ohio has specified weights for 
various types and combinations of axles, and it was from this further 
study that Ohio’s third-structure tax known as the axle-distance tax de- 
veloped. The bill (amended substitute house bill 619) as finally enacted, 
carried a fee schedule of 5 mills per mile for single unit trucks with 3 
axles up to 25 mills per mile for the largest combinations. The main 
points stressed in favor of bill No. 3 was the simplification of administration 
and collection of the tax. While this bill does not have the degree of equity 
noted in the first bill, it does carry out the principle that weight and dis- 
tance is the measure used for evaluating the highway user responsibility. 

(4) There was another bill introduced based on gross income. However, 
this bill received very little consideration in the committee. 

Several bills were introduced to raise the necessary revenues by increasing 
the motor fuel taxes only. These were discarded because the committees did 
not feel that motor fuel taxes were true measures of highway user responsibility 
for the various classes of motor vehicles. One of the arguments used was that 
while heavy vehicles 60,000 pound gross weight could only get 4 miles per gallon 
of fuel and light vehicles in the 4,000 pound class would get 3 to 4 times that 
mileage per gallon, nevertheless the heavy vehicles weighed about 15 times more. 
Roads and bridges must be designed for these heavy vehicles. Some considera- 
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tion was given to a graduated motor fuel tax which does have some merit: 
however, such a tax was deemed to be practically impossible to administer and 
might be subject to considerable evasion. Amended substitute house bill No. 
619 did increase the motor fuel tax 1 cent per gallon as well as enact the axle- 
distance tax. 

On the night on which the house was scheduled to vote on the axle-distance tax 
which had been approved by the public affairs committee headed by Representa- 
tive Cloud, a last minute effort was made to introduce on the floor a bill to re- 
place the axle-distance tax by raising the motor vehicle license taxes in lieu 
thereof. This was voted down as it was brought out that motor vehicle license 
taxes, as well as motor fuel taxes, in themselves were not a true measure of 
responsibility. Representative Cloud gave the following example. 

He cited the case of two men whom he knew personally, one of whom had a 
truck with a tank body for hauling gasoline, in which he hauled a payload of 
16,000 pounds. The second, a man with a tractor and trailer who was a steel 
hauler and hauled a gross load of 50,000 pounds. The first man traveled an 
average of 10,000 miles per year, the second average of 50,000 miles per year: 
vet the first man paid more for his license plates than the second. 

Ohio is one of the bridge States in the United States in which a large per- 
centage of the east and west commercial traffic crosses the State. The studies 
developed and evidence produced before the committee hearings indicated that 
this out-of-State trafiic amounted to approximately 40 percent of all multiple- 
unit vehicles traveling Ohio’s highways and the collections from the axle-distance 
tax so far have confirmed those estimates. (See exhibit 14.) 

The fact that this large group of heavy vehicles paid little, if any, taxes toward 
the upkeep of Ohio’s roads since their licenses were purchased in another State 
and a great many carried auxiliary or saddle tanks and did not buy fuel in Ohio, 
was another factor in favor of the axle-distance tax. 

Another argument which was produced at the committee hearings was that 
a third-structure tax embodied the same principle as the payment of utility bills. 
In other words, a utility charges a minimum charge per month or a minimum 
quantity plus a rate for all additional usage. In the case of commercial vehicles 
the license fee can be considered the minimum charge and the further use of 
the highway will be measured by a combination of fuel tax and axle-distance 
tax, 

At the last session of the State legislature (1955) an attempt was made 
through the introduction of legislation to substitute a graduated motor fuel tax 
for the axle-distance tax. This was given a thorough hearing in the highway 
committee and was tabled. The graduated motor fuel tax provided for in this 
bill was to be levied on commercial cars weighing 4,000 or more pounds empty 
weight. The legislative agent of the Ohio Trucking Association at the com- 
mittee hearing on this bill, testified that under this bill about 50 percent of the 
revenues paid by the truckers in the axle-distance tax category would be shifted 
to lighter weight vehicles. This legislative agent also testified that the trucking 
association had employed the Battelle Memorial Institute of Columbus, a large 
research organization, to make a study of highway taxes paid by motor vehicles. 
One of the tables produced by that study is an evaluation of Ohio highway user 
taxes on a ton-mile basis before and after the application of the axle-distance tax. 
The figures submitted are as follows: 





Without | With 

axle tax axle tax 
Pussies 20s) 2 ie. 2 ae Sedna oe ee $0. 00219 $0. 00219 
D-axne Gee Sd. i BCS. 6 cote ee ke. ak % . 00239 . 00239 
SRG I tis ere hla deli aaa eatin eek Sa eked bs =i . 00146 00217 
GI hts orien irre aia hence aetna Gisen Sites cee oa fen . 00135 . 00224 
PRGEE Ch rat ona er teas oes cnas et rdend hase at aaianhatndbathakcace! . 00138 . 00237 


The average weights of the vehicles as used by Battelle are as follow: 


Pounds 
FS intakes oeaicainnedienainadOeredsxmnaticaie atlas cain ee 
Ua a aan csc ak Li a i eal &, S70 
SEO, hie Lt Gb eb eed ee ose lee. 28, 111 


Sg serait Zieh eis ad DU Boe eet ~~ 43, 839 


is Rl a Ma ns lis ik inn Soldier ta, dea tw sleek ccs isc ah crab cg en Aa 50, 380 
73749—56——_34 
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It will be seen that the State highway department’s contention at the 1953 hear- 
ings that heavy commercial vehicles prior to the enactment of the axle tax were 
not paying their proportionate share is borne out and that, as of the present, 
approximately all classes of vehicles are paying their proportionate share. 

A bill to correct some of the mechanical defects in the present axle-distance 
tax and to strengthen it was also introduced and passed by both houses of the 
1955 legislature. 

The principal objection of the trucking industry to the axle-distance tax was 
the matter of reciprocity. Extensive consideration was given to this feature 
by the various committees of the legislature and it was shown that there does 
not exist at the present time reciprocity in motor-fuel taxes or load limitations 
among the various States, and that several States now have some form of third- 
structure tax on which reciprocity is not granted. (See New York reports.) 
The committees, therefore, felt that the reciprocity angle was not of a serious 
nature. 

Inasmuch as the preceding statement is a boiled down version of Ohio’s ex- 
perience with third-structure legislation, the attached exhibits will explain in 
more detail the legislation background and reasoning and permit you to further 
develop specific unanswered questions. 


1. An Engineering Study of Ohio’s Highways, Roads and Streets. 

2. Report of the Ohio Program Commission. 

3. Dr. Simpson’s study of highway finance. 

4. D. F. Pancoast Treatise on the Incremental Method. 

5. 1951 and 1952 reports of the New York State joint legislative commit- 
tee on highways, canals, and revenues. 

6. Amended substitute House bill 619, the original enactment of the axle- 
distance tax (1953). 

7. Amended substitute House bill 449 correcting mechanical defects and 
strengthening the original act (1955). 

8. A statement by Gov. Frank J. Lausche titled “Ohio Highway Axle Tax.” 

9. A paper presented by John J. Heier, Ohio Department of Highways, 
titled “Third-Structure Axle—Distance Tax in Ohio.” 

10. Statement of Stanley J. Bowers, Ohio tax commissioner, to the Com- 
mittee on Interstate and Foreign Commerce, House of Representatives, 
Washington, D. C. 

11. A paper presented to the National Tax Association by Stanley J. 
Bowers, titled “Practical Tax Equity for Interstate Vehicles.” 

12. Copy of talk by C. R. Leavens, administrative assistant, State high- 
way department, titled “Ohio’s Third-Structure Highway Tax.” 

13. Pamphlet by the Ohio Department of Taxation titled, “Information 
Pertaining to the Ohio Highway Use Tax.” 

14. Report of the Ohio Department of Taxation titled, “Summary of First 
Year’s Operation of the Ohio Highway Use Tax.” 

15. The Case for the Weight-Mile Tax by R. H. Baldock, State highway 
engineer of Oregon. 

16. Two statements of Representative Roger Cloud who was one of the 
sponsors of the axle-distance tax, chairman of the public affairs committee 
of the Ohio house which heard all testimony and who is now speaker of the 
house of representatives. 

Speaker Cloud also suggested that I call your attention to a letter on the 
subject of Ohio’s axle-distance tax written by him to Congressman William H. 
Ayres and printed in the Congressional Record under date of August 1954. 

Attention is directed to excellent analysis of the New York weight-distance 
third-structure tax appearing in 1955 Report of New York State Joint Legislative 
Committee on Carrier Taxation. Note especially pages 27 to 47, inclusive. 


Part 2 
(The following statement as to the reasons for imposing third-structure taxes 


was submitted by Mr. Robert L. Moulton, chairman, Ohio Publie Utilities Com- 
mission. ) 


I. REASONS FOR IMPOSING THIRD STRUCTURE TAXES 


The adoption of the axle-mile tax by the General Assembly of Ohio in 1953 
was prompted by a desire to enact a comprehensive program for new highway 
construction and to equitably distribute the burden of financing such a program 
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among the various classes of highway users. The legislature at the same session, 
in addition to enacting the axle-mile tax, also passed a measure increasing the 
gasoline tax 1 cent per gallon and adopted a resolution submitting to the voters 
of Ohio at the November election in 1953 a $500 million bond issue for new high- 
way construction. The bond issue was approved by the voters and all moneys 
collected from the axle-mile tax together with the revenues from the imposition 
of the additional 1 cent gasoline tax are specifically earmarked for retirement of 
the bonds. 

Prior to the enactment of the axle-mile tax the results of various studies on 
the subject of highway fiscal policy were available to and considered by the 
legislature. The conclusions reached by these objective studies of the problem 
clearly established the premise that there was an inequitable allocation of the 
cost of building and maintaining our highways among the various classes of 
users and that if the financial burden were to be more justly distributed, addi- 
tional revenues must be secured from the large commercial truckers. 

Support for the basic theory and principle underlying the axle-mile tax and 
the justice and equity of such a tax is found, among other sources, from the 
following facts and conclusions of expert studies on the subject. 

1. The Council of State Governments in 1950, at the direction of the 48 gover- 
nors, made a study of the highway problems of the States and recommended 
that “consideration should be given to enacting a weight-mileage tax based upon 
the gross weight carried and the miles traveled.”* This report was submitted 
to the 1951 Conference of Governors. 

2. The study made by the Council of State Governments concluded that the 
large cargo carrying trucks were undertaxed from the standpoint of the relative 
burden based on weight paid by other classes of motor carriers. The report 
stated, “It is clear that in terms of overall road construction and maintenance 
costs as well as those incurred on main routes by an almost constant flow of 
heavy truck traffic the share of highway costs borne by trucks carrying heavy 
cargoes is less than it should be.” 

The conclusions reached in this study confirmed a similar finding made in an 
earlier report prepared for submission to Congress by Federal Board of Investi- 
gation and Research after an extensive investigation and analysis of motor- 
vehicle taxes.* 

3. Charles F. Conlon, executive director of the Federation of Tax Administra- 
tors, in a statement made on April 10, 1950, said, ““The tax (ton-mile tax) is 
generally conceded to be an excellent measure of use and benefit and therefore 
the fairest basis for highway taxation * * *. In recent years the highway 
studies undertaken in California and Washington and the Griffenhagen report in 
Illinois have reached the conclusions that the tax is not only desirable but also 
feasible administratively.” 

4. Increase in registration fees and gasoline taxes alone cannot accomplish 
an equitable distribution of tax responsibility among the various classes of high- 
way users. Registration fees though they may be based on the weight of the 
vehicle are not levied with any relationship to mileage traveled and therefore 
do not actually assess the vehicle in accordance with the use it makes of the 
highways. If the registration fee is high it is unfair to the small operator who 
makes infrequent use of the roads and if the fee is low, then the man who is 
making extensive use of the highways is not paying his fair share. A gasoline 
tax discriminates in favor of the heavy motor carrier because in the heavy 
load brackets gasoline consumption is not proportionate to the weight carried. 
Studies on this subject have shown that at least three times as much gasoline is 
required to propel 10 3,600-pound cars as one 36,000-pound truck. On a ton-mile 
basis the passenger car will pay twice as much gasoline tax as a 15,000 pound 
vehicle and over three times as much as a 55,000 pound vehicle. In New York 
State a study disclosed that passenger car motorists paid a total of 89.62 percent 
of the total gasoline tax collections in that State.* 

5. The necessity of reaching out-of-State trucks and securing some contribu- 
tion from them toward the cost of building and maintaining the highways 
argues strongly in favor of a tax such as the axle-mile tax. Since the out-of- 
State trucker is exempted from license fees by reason of reciprocal agreements 
and he pays little, if anything, in the way of gasoline tax due to the common 


1 Highway Safety Motor Truck Regulation, Council of State Governments, 1950, p. 119. 

2 Highway Safety Motor Truck Regulation, Council of State Governments, 1950, p. 115 

3’ Highway Safety Motor Truck Regulations, Council of State Governments, 1950, pp. 
113 and 114. 1955 Report of New York State Joint Legislative Committee on Carrier 
Taxation, pp. 28 and 29. 
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practice of purchasing gasoline in large quantities at home terminals and using 
a saddle tank to carry large quantities of gasoline through our State, it is 
especially necessary to secure some contribution from out-of-State trucks in 
“bridge” States such as Ohio. On this point the 1955 Report of the New York 
State Joint Legislative Committee on Carrier Taxation says that, “The weight- 
distance tax can justify its existence, if for no other reason, in that it is the 
only means of exacting payment for the extensive use the interstate carrier 
makes of our roads.” 

6. The Simpson report submitted by the Ohio program commission in 1951, 
which report was the report of a study authorized by the Ohio legislature in 
1949, concluded that Ohio needed to raise an additional $50 million per year in 
highway revenues in order to adequately finance a program of new highway 
construction which the report said should be in the amount of $269 million a 
year for the next 20 years. The report recommended that $23 million of the 
additional $50 million needed be raised by 1-cent increase in the gasoline tax 
and that $27 million should come from the large commercial carriers. The 1- 
cent increase in gasoline tax was designed to produce additional revenue of 
approximately $25 million per year and the axle-mile tax on trucks was esti- 
mated to yield $18 million annually although it has actually produced $12 
million per year. he findings of the Simpson report also confirm the conclusions 
reached by the other studies that the heavy commercial trucks were not con- 
tributing their fair share to highway construction and maintenance costs.* 

7. The legality of such a tax as the Ohio axle-mile tax based on and directly 
related to road use has been upheld by the highest court in New York and 
by the United States Supreme Court in denying a writ of certiorari from the 
decision of the court of appeals of New York State. Judge Schrick in an 
opinion of the New York State Supreme Court, October 5, 1951, upheld the 
New York ton-mile tax saying. “The statute and legislative proceedings on which 
it is based establish with more than customary clarity that what is here imposed 
is a compensatory tax for road use. The formula * * * indicates unusual care 
to equate * * * the sum exacted * * * to the benefits conferred, * * * the 
court cannot say that a tax * * * applicable alike to interstate and intrastate 
commerce and in an amount not shown to be unreasonable * * * constitutes a 
violation of the interstate commerce clause * * *” 

In affirming the ruling of the supreme court the appellate division of that 
court in an opinion rendered March 10, 1952 held that, “No one could regard 
the tax here imposed by the New York legislature as an undue burden on inter- 
state commerce.” These rulings were sustained by the court of appeals of the 
State of New York and the United States Supreme Court denied a writ of 
certiorari. 

8. It is undeniable that today vehicle weight is a basic factor in the engineer- 
ing of our highways and in the matter of cost of construction and road mainte- 
nance. Highways must be built thicker, wider and with less grade to meet the 
requirements of the heavy commercial vehicles. The cost of building such roads 
has been estimated to range up to 500 percent greater than that which would 
be required to carry ordinary passenger vehicles alone. A survey in Nebraska 
showed that the average heavy vehicle pays only about 3.4 times as much per 
mile as each light vehicle while its share of construction cost is nearly 26 times 
as much per vehicle-mile. The study further pointed out that if all the costs 
of construction were to be repaid the heavier vehicle should pay approximately 
13 times that of the lighter.’ 

The Maryland road test and other significant surveys have clearly demon- 
strated the increase in wear and damage to our roads occasioned by the heavily 
laden commercial vehicle. These tests have clearly shown that the damage to 
the highway increases in definite relationship to the weight placed upon it. 
In view of these added construction and maintenance costs incident to the build- 
ing and maintaining of highways for heavy trucks it therefore logically follows 
that if equality in tax responsibility is to be achieved the factor of vehicle weight 
must be a primary one in the assessing of highway-use taxes. 

Many other sources and authorities could be cited in support of the principle 
that highway-use taxes in order to be equitable must be based on and related 
to vehicle weight and mileage traveled. All of the objective studies which have 
been made have arrived at substantially the same conclusions, namely, that 
justice in distributing the tax burden for highways cannot be achieved through 


‘Highway Finance, by Herbert D. Simpson, 1951. 
° Highway Safety Motor Truck Regulation, Council of State Governments, 1950, p. 114. 
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registration fees and gasoline taxes alone and that if there is to be a fair dis- 
tribution of the cost there must be a tax levied based on weight and distance 
which will secure from the heavy commercial vehicle some additional contribu- 
tion in relation to the additional cost burden which this type of vehicle occasions. 


II. PRODUCTIVITY 


A. It was officially estimated by the Research Division of the Ohio Depart- 
ment of Taxation that the Ohio highway-use tax had an annual potential yield 
of about $15 million under conditions as existed from October 1, 1953, to Septem- 
ber 30, 1954 (Summary of First Year’s Operation of the Ohio Highway Use Tax, 
Mar. 18, 1955). This same agency presently comments that there are now certain 
factors active which were not so at the earlier date. On the one hand, it is 
pointed out that an improvement has occurred in economic activity generally 
and particularly in the trucking business. This noticeable change in business 
activity, when combined with the long-term growth trend, provides a basis for 
higher future yields. On the other hand, a turnpike across northern Ohio 
has recently been put into operation. Travel on this turnpike is exempted from 
the highway-use tax but the extent of such traffic which will be so exempted 
is not yet known. 

Two other conditions which might cause a diminution of the base of the tax 
are (1) questions concerning reciprocity, which are not as yet clearly settled, 
and (2) legislation enacted during the 1955 session which provides for the exemp- 
tion, under certain conditions, of out-of-State moving vans (Ohio Revised Code, 
see. 5728.13). The latter provision is not likely to have an appreciable effect 
on the revenue potential but, of course, to the extent that it is operative at all, 
its effects can only be toward a lesser yield. 

Due to the fact that the extent of the above-mentioned developments are not 
as yet measurable, the research division is unwilling at the moment to give any 
new estimate of yield. However, it is their opinion that the original estimate 
of $15 million was entirely reasonable (although possibly somewhat conservative ) 
under the conditions as were stated. This agency does note that the current 
rate of collection of the tax has been running slightly ahead of the earlier 
experience, in spite of the present unsettled atmosphere surrounding it. It should 
perhaps be noted that the original estimate was an estimate of (collectable) tax 
liabilities. While the estimate was “in the neighborhood of $15 million,” the 
actual amount of tax paid during the year under consideration was $11,482,000. 
Assessments (mostly unpaid) amounted to another $4,517,000 and permit fees 
amounted to about $380,000. 

B. Refunds and credits are not allowed for other motor-user taxes under the 
Ohio highway-use tax law. Travel on the Ohio Turnpike is exempted from the 
highway-use tax, but turnpike fees are charged. The extent of travel on the turn- 
pike by vehicles otherwise taxable is not yet known due to the fact that the 
turnpike has just recently assumed full operations. 

C. Various assessments which were made by the tax commissioner were held 
in abeyance pending the outcome of the previously mentioned decision (Jnter- 
state Motor Freight System v. Bowers, 164 Ohio St. 122), decided July 27, 1955. 
The constitutionality of the Ohio highway-use tax was questioned in the Inter- 
state case but the Supreme Court held that it was unnecessary to pass upon the 
constitutional issue because of the court’s view that the 1937 reciprocity agree- 
ment between Michigan and Ohio exempted vehicles registered in Michigan from 
the Ohio tax. Since the Interstate case was decided, the tax commissioner has 
received various refund claims from the owners of trucks registered in States 
other than Michigan who are contending that existing reciprocity agreements 
with Ohio likewise exempt out-of-State vehicles from the Ohio highway-use tax. 
Inasmuch as the Interstate case involved only the State of Michigan, there will 
undoubtedly be further litigation involving the question as to whether existing 
reciprocal agreements between Ohio and other States exempt vehicles registered 
in other States from the Ohio tax. 

After the Interstate case was decided, the Ohio Reciprocity Board created by 
section 4503.37, Ohio Revised Code, notified the various States with whom Ohio 
has reciprocal agreements designed to waive license fees for interstate vehicles, 
that such existing agreements were to be canceled in accordance with the respec- 
tive cancellation clauses unless the other State agreed to amend such contracts 
so as to make it clear that those agreements did not waive the Ohio highway- 
use tax levied by section 5728.01, et seq., Ohio Revised Code. 
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Ill. ADMINISTRATION 


A. Administration and compliance costs: 

1. An accounting for the fiscal year ended June 30, 1955, would indicate that 
the costs of administration of the Ohio highway-use tax approximated $500,000. 
The actual costs as reported for the year are as follows: Department of taxa- 
tion, $404,737 ; bureau of motor vehicles, $82,000; treasurer of State, $8,000; and 
the auditor of State, $1,000. These amounts add to a total of $495,737 which is 
4.2 percent of the actual collections ($11,724,142) for the fiscal year. When the 
cost is compared with the total of the tax liabilities estimated for the year, it 
amounts to less than 3.5 percent of such estimated liabilities. (See ’Produc- 
tivity.) The above-stated collections do not include revenue from permit fees, 
nor do they inelude unpaid assessments. The one potential cost source which is 
not accounted for here is the Ohio highway patrol. There is no reasonable basis 
for allocating any of the patrol’s costs to the Ohio highway-use tax. Although 
it is undoubtedly true that the patrol has devoted a portion of its activities to 
enforcement of the levy, nevertheless, there are no expenditures traceable to these 
particular activities. It appears obvious that the tax has had only an extremely 
slight effect upon the pattern of the patrol’s normal routine. 

2. All costs relative to the Ohio highway use tax are accounted for under 
item 1 with the exception of the costs of the Ohio Highway Patrol. The 
patrol’s costs in this connection are thought to be negligible and are discussed 
above. 

3. Due to the fact that such fines as may be imposed are collected at the local 
government level, it is not readily possible to determine their amount. It is 
known that there has been a tendency on the part of the Ohio Highway Patro! 
to issue warnings rather than to make citations for violation of the law. In 
any event, the total of such fines during a year is almost certain to have been 
slight. 

4. No studies have been undertaken by the State departments to determine 
the cost of compliance with the Ohio highway-use tax, although certain infor- 
mal discussions concerning the question have been carried on by the officials of 
the department of taxation and persons in the trucking business. From these 
discussions the departmental officials have gained the impression that compli- 
ance costs are virtually nil in the case of large operators and especially those 
operating over fixed routes. It is the stated opinion of these same representa- 
tives of the department that it is probable that compliance costs would weigh 
more heavily upon the small company and upon those companies with irregular 
routes. The director of the research division indicates that probably the only 
published data concerning compliance costs is an article contained in the 
National Tax Journal for June of 1955 (Compliance Costs and the Ohio Axle 
Mile Tax: A Case Study, by Clinton V. Oster and Arthur D. Lynn, Jr.). Cred- 
its to cover the cost of compliance are not provided for. 

5. Yes. Andits are conducted by State field examiners (auditors). The 
audit involves (1) a correlation of the highway-use-tax permit number with 
the company’s vehicle unit identification; (2) examination of trip manifest 
sheets: (3) examination of gasoline consumption records; (4) examination of 
bills of lading; and (5) examination of dispatch sheets. Where possible such 
audits are arranged by appointment for the convenience of the taxpayer. 

Question. Is there a charge made to the taxpayer for this service ?—Answer. 
No. 

Question. Is there any difference in the methods of auditing firms domiciled 
in the State and those out of the State?—Answer. No. 

6. A copy of tax reporting form HUT No. 15 is attached hereto. 

B. Administrative problems: 

1. Difficulty has been encountered in imposing the tax on itinerant truckers 
due to the nature of their operations. For example, an itinerant trucker may 
enter the State on a certain trip and apply for emergency authority using a hotel. 
motel, or other temporary address. At another time he may enter the State at a 
different point and again apply for authority, using another temporary address. 
This results in more than one account being established for the same individual 
and creates a problem in getting the report forms to the taxpayer. A similar 
problem results in cases in which an employee has obtained the highway-use-tax 
permit in his own name rather than in the name of his employer, the truck owner. 
To the extent that the above results from ignorance of the requirement of the law 
it is being overcome by better regulation of the issuance of permits, and by an 
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increasing awareness on the part of the taxpayer of the requirement of the law. 
However, to some extent such difficulties must be credited to evasion since cases 
occur in which both fictitious names and addresses have been furnished. 

2. Procedures are the same for both the interstate and intrastate operations. 

C. Amount of evasion: 

1. The amount of evasion cannot be determined as to an absolute monetary 
amount. However, on a basis of field audits, delinquency investigations, and 
audits of mileage records, it is estimated that evasion amounts to approximately 
5 percent of the gross income from the tax. Spot checks on main arterial high- 
ways indicate that approximately 8 percent of the vehicles operating on Ohio 
highways fail to comply with the highway-use-tax permit requirements. How- 
ever, a large portion of these represent single-trip or itinerant truckers so that 
the amount of evasion represented is small in terms of gross revenue. 

2. Only preliminary investigations which consist of occasional route checks 
and investigation of delinquents and audits has thus far been made. Adminis- 
trative costs on this factor have not been established. 

3. Highway-use permits were formerly issued by the bureau of motor vehicles. 
They are now issued by the department of taxation which department is charged 
with the administration of the law. Highway-use permits may be obtained from 
the department of taxation upon the submission of a properly executed applica- 
tion form which is accompanied by the established fee of $2. Application for 
highway-use permit may be submitted by mail or via a 24-hour emergency service 
through Western Union Telegraph Co. 

Actual enforcement of the highway-use tax law is charged to the State highway 
safety patrol. 


IV. EFFECT ON INTERSTATE COMMERCE 


A. 1. The Ohio highway-use tax applies to all trucks and vehicular combina- 
tions with three or more axles that use Ohio’s highways, irrespective of whether 
such vehicles are engaged in interstate or intrastate transportation. Records of 
the department of taxation show that from the inception of the highway-use tax 
en October 1, 1953, there has been collected to October 31, 1955, a total of 
$23,099,876.31. Of this amount, $15,644,405.55 was paid by truck owners who 
had vehicles registered in Ohio. The law requires that each vehicle subject to 
the tax must have issued for it a highway-use tax permit Of the total of 
permits issued, about two-thirds thereof were issued to interstate vehicles and the 
remainder to vehicles registered in Ohio. 

2. Ohio has not entered into any reciprocal agreements to waive the highway- 
use tax for interstate vehicles. The Ohio Reciprocity Board created by section 
5728.15, Ohio Revised Code, has not entered into any such reciprocal agreements 
because it is felt that the doctrine of reciprocity which traditionally has waived 
license and other annual fees for interstate vehicles is inapplicable to the Ohio 
highway-use tax which is a pay-as-you-go tax based upon the use of the highways 
in proportion to the number of axles used and mileage traveled. Hence, a truck 
operator’s tax liability under this law accrues only to the extent that such vehicle 
is operated on Ohio’s highways. Ohio, like many of the other States, has existing 
reciprocal agreements whereby annual license fees and certain other annual 
truck fees or waived for nonresident trucks when such fees are also waived for 
Ohio’s trucks by the reciprocating State. The purpose of reciprocal agreements 
which waive the imposition of annual license fees for trucks registered in the 
respective States is to prevent the pyramiding of such fees on interstate vehicles 
because they are not based upon mileage traveled. The Ohio highway-use tax is 
not a violation of the traditional concept of interstate reciprocity because the tax 
accrues in direct relationship to mileage traveled in Ohio. 

The only exemption in the law for interstate vehicles is found in section 
52728.13, Ohio Revised Code, which exempts vehicles engaged in interstate trans- 
portation of household goods upon certain conditions, among which is the 
requisite that Ohio truckers engaged in the household goods moving business must 
be exempt from all obligations pertaining to the registration and taxation of their 
motor vehicles in the other State. 

_ 3. As previously mentioned, Ohio, pursuant to section 5728.15, Ohio Revised 
Code, has not entered into any reciprocal agreements with other States to waive 
the highway-use tax for interstate vehicles. The reciprocity agreements which 
Ohio has entered into to waive licenses and other annual fees for interstate 
vehicles in accordance with section 4503.37, Ohio Revised Code, were entered into, 
with but few exceptions, prior to the enactment of the highway-use tax law which 
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—aae STATE OF OHIO IMPORTANT INFORMATION 
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8 A TRUE, CORRECT AND COMPLETE RETURN AND REPORT 


SIGNATURE OF PERSON FLING me 


* Original 


became effective October 1, 1953. Since these agreements are designed to waive 
license fees and other annual fees which are not based upon mileage traveled in 
Ohio, the purpose of such agreements would be the same, irrespective of whether 
the reciprocating State did or did not impose a third-structure tax. 

B. Effect on volume of interstate and transstate vehicular movements: 

1. There have been no formal studies made by the State of Ohio concerning 
the effects, if any, of the Ohio highway-use tax on interstate vehicular move- 
ments. Department of taxation officials generally feel that the tax has had 
virtually no effect upon the aggregate of interstate vehicular movements. These 
same officials, however, do volunteer the opinion that there are individual cases 
where the tax may have had some very clear effects. Such a case cited is that 
of movements along the border of the State where it may be nearly a matter of 
indifference as to which State’s highways travel shall be made upon. The press 
has carried reports of trucking firms removing their base of operations from 
the State allegedly as a result of the tax. Department of taxation officials rec- 
ognize that some firms may have done so and suggest that while such removals, 
in all probability, do not affect the movement of goods in interstate commerce, 
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SCHEOULE B 
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they may, nevertheless, have some slight effect upon the pattern of vehicular 
movements. These officials believe that while some firms may have removed 
their base of operations from Ohio, this did not actually alter (to any extent) 
trucking operations in the State. 

2. The research division of the department of taxation indicates that it does 
not have available to it any type of vehicle count covering the period during 
which the highway-use tax was put into effect which would, in their opinion, 
reflect the effects, if any, of the tax on vehicular movements. This agency 
reports that to its knowledge no such count was undertaken for the specific 
purpose of determining such effects, nor was there any count taken for any 
other reason which would reflect the effects of the tax. It is suggested by the 
director of the research division that the date of introduction of the Ohio 
highway-use tax (in October 1953) probably would make it very difficult to 
determine the effects of the tax, if any, even should vehicle counts be available. 
He notes that there apparently was a general decline in the volume of trucking 
business throughout the Nation during the latter part of 1953 and on into 1954, 
and that this decline due to general (trucking) business conditions was notice- 
able in Ohio during the period under consideration. 
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3. In Ohio there have been no official statements made dealing directly with 
the question of the effect, if any, of the highway-use tax on interstate com- 
merce. It is suggested by department of taxation officials that while some 
slight effects upon vehicular movements may have been had (see above), that 
they feel it doubtful that any substantial effect has been had upon the move- 
ment of goods in interstate commerce, into Ohio, from Ohio, or across Ohio. 
It is suggested that any such effects were probably largely felt immediately 
after the imposition of the tax and were considerably the result of irrational 
decisions. That is, these officials believe that certain misimpressions were had 
during the early period of the tax which may have resulted, in a few instances, 
in irrational action. 

Comparison of number of truck and bus and trailer registrations and fees in 


Ohio from the beginning of the registration year to and including September 30 
for the vears 1953-55. 
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188, 081 
192, 070 
+2.12 
192, 070 
203, 057 
+5. 72 
7, 238, 283 

$24, 230, 491 
+1. 23 —9. 46 
$24, 230, 491 54 $6, 553, 266 
$25, 548, 160 $7, 215, 211 
+5. 59 +10. 1 
While the above table does not bear directly on the above questions, neverthe- 


less it serves to refute the truckers’ contention that the large trucks would 
move out of Ohio if the axle tax were enacted. 
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Note that the trucks and trailers both show sizable percentage gains in num- 
bers for 1955 over 1954 and that the fees show a larger percentage gain than 
the number of trucks for the same period, thus indicating that the larger trucks 
and trailers which are covered by Ohio’s axle tax are on the increase. 

As to the effect of the Ohio axle-mile tax on interstate commerce, it is the 
considered opinion of Mr. Robert L. Moulton, chairman, Ohio Public Utilities 
Commission, that the imposition of this tax has had no farmful effect what- 
ever on the flow of interstate commerce in and through the State. There is every 
evidence that since this tax became effective on October 1, 1953, there has been 
a substantial increase in interstate commerce by way of motor vehicle traffic 
in Ohio. The public utilities commission requires all carriers operating in inter- 
state commerce in or through Ohio to register with the commission. The num- 
ber of these interstate registrations now on file with the commission considerably 
exceeds the number which was on file as of October 1, 1953. Certainly if the 
Ohio axle-mile tax was having a depressing effect on interstate commerce we 
would not be witnessing a continued increase in motor carrier interstate registra- 
tions for authority to operate in this State. We feel that this one indication that 
there has been no harmful effect from the tax and that any other criteria that 
might be used would clearly point to the same conclusions. 


Part 3 


Effects of third-structure taxes levied by other States 
1, RECIPROCAL PRIVILEGES. 


Existing reciprocal agreements entered into by the Ohio Reciprocity Board 
in accordance with section 4503.37, Ohio Revised Code, are designed to waive 
license and certain other annual fees for trucks registered in other States pro- 
vided similar treatment is accorded to vehicles registered in Ohio. These 
existing reciprocal agreements generally follow the same general pattern irre- 
spective of whether the reciprocating State has a third-structure tax. 

However, since the inception of the Ohio highway axle tax on October 1, 1953, 
a few of the existing reciprocal agreements have been amended to provide that 
trucks registered in Ohio shall pay to the reciprocating State a tax equivalent 
to the Ohio axle tax paid by trucks traveling in Ohio. The reciprocal agree- 
ment between Ohio and Minnesota was amended on April 12, 1954, to provide 
that trucks registered in Ohio shall pay when traveling in Minnesota a tax 
equivalent to the highway axle tax paid by Minnesota registered vehicles when 
traveling in Ohio. <A similar agreement was entered into by Wisconsin and 
Ohio on December 21, 1953, wherein it was agreed that Ohio truckers would 
pay a flat fee to Wisconsin based upon maximum gross weight as an equivalent 
tax to the axle tax paid by vehicles registered in Wisconsin when such vehicles 
are traveling in Ohio. 

II. EFFECT ON INTERSTATE COMMERCE 


(a) There is attached hereto as an exhibit, a statement of Mr. Stanley J. 
ltowers, tax commissioner of Ohio, relative to the administration of the Ohio 
highway axle tax which was submitted to the Committee on Interstate and 
Foreign Commerce, House of Representatives, Washington, D. C. 

(b) No information available with respect to the effect of an imposition of a 
third-structure tax by another State or country. 

(c) No information available as to this question. 


Ill, EXCHANGE OF INFORMATION 


(a) Section 5703.40, Ohio Revised Code, authorizes the Ohio Department of 
Taxation to exchange information with the United States Government or the 
governments of any other States. 

(b) Various requests have been received from other States concerning the 
Ohio highway axle tax. These requests have dealt primarily with: 

1. The feature of the tax relative to computing the tax rate on the number 
of axles used and 
2. The cost of administering the tax. 
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(The following telegram was later received for the record :) 


OKLAHOMA Crry, OKLA., 


February 21, 1956. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committec, 
House Office Building, Washington, D. C.: 


Understand official representative of the State of Ohio in appearance before 
House Ways and Means Committee today advocated weight-distance plan of 
taxation for financing Federal and State highways. Oklahoma decidedly re- 
jected such a plan in the last session of the Oklahoma L gislature. Our studies 
indicated any third-structure tax on motor vehicles to be undesirable. Oklahoma 
does not subscribe to this advocation for we feel it would threaten continued 
reciprocity with neighboring States. 

RAYMOND GaArY, 
Governor of Oklahoma. 

The CuatrmMan. The next witness appearing on the calendar is Mr. 

tobert H. North. Please give your name, address, and capacity in 
which you appear for the record. 


STATEMENT OF ROBERT NORTH, ASSISTANT EXECUTIVE SECRE- 


TARY, INTERNATIONAL ASSOCIATION OF ICE CREAM MANUFAC- 
TURERS 


Mr. Norru. Mr. Chairman and gentlemen of the committee, my 
name is Robert North. I am assistant executive secretary of the In- 
ternational Association of Ice Cream Manufacturers, of Washington, 
D. C., with a membership operating over 2,200 ice cream plants. “Our 
members in the 48 States and the District of Columbia manufacture 
about 80 percent of all ice cream manufactured in the United States. 

The ice cream industry is a major user of highways in the procure- 
ment of raw materials and in the distribution of its finished products. 
In the distribution of ice cream we operate thousands of trucks on the 
country’s interstate highways and city streets. The industry is a 
user of interstate highways in the procurement of raw materials and 
the supplying of branch distribution centers. 

The International Association of Ice Cream Manufacturers, at the 
annual business meeting of its 51st convention in 1955, passed the 
following resolution which placed this association in support of an 
expanded Federal highway program: 

Whereas the expanding markets call for a development of more extensive 
highways; and 

Whereas there is need for the construction of replacement traffic routes where 
highways are inadequate for modern traffic needs; and 


Whereas many industries, including the ice cream industry, need more ade- 


quate construction programs in metropolitan areas to prevent costly traffic prob- 
lems; and 

Whereas the dairy industry believes there must be further development of 
farm-to-market roads : Now, therefore, be it 

Resoived, That the officers and staif members of the international support 
Federal le islation creating a long-range highway construction program financed 
soundly without undue burden on any segment of highway traffic. 


Since about one-half of the Interstate System proposed by an ex- 
panded Federal highway program is made up of urban roads, the 


international associ ‘ation “feels that the ice cream industry has a great 
stake in the planning of this highway venture. 
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For years we have seen the cost of distribution per gallon of ice 
cream accelerate. There are many reasons for this. First, the in- 
adequate urban roads cause costly delays where there is traffic con- 
gestion. This means engine idling, waste of fuel, starting and stop- 
ping, and the tieup of the time of the driver-salesman, which is a 
considerable item in our distribution cost picture. 

We concur heartily with the statements of traffic engineers that 
the expanded |:ighway program is vital in our effort to cope with the 
growing urban highway problem. 

As indicated in our resolution, we believe that the highway program 
should be so financed that there would be no undue burden on any seg- 
ment of highway traffic. We do not know what the final recommen- 
dations of this committee will be, but we believe that this principle is 
sound. We also believe that the Boggs amendment is an approach 
to a nondiscriminatory application of these taxes. 

It also seems particularly appropriate to us that the taxes so col- 
lected under any finance plan should be used in the direct support of 
the highway program. We are encouraged in this position and belief 
since it is apparent from the popular concept of refunding the taxes 
paid on nonhighway use of fuel and tires in the agricultural com- 
munity that the taxes were intended for highway use. 

We have the insistent hope that a long-range highway program 
will have the early approval of this committee and the Congress. 

The Cuamman. Does that complete your statement? 

Mr. Norru. Yes, sir. 

The Cuatirman. We thank you for your appearance and the infor- 
mation given to the committee. 

Are there any questions? If not, we thank you. 


The next witness and last witness appearing on the calendar today 
is Mr. Robert H. Scholl. Will you please give your name, address, 
and capacity in which you appear for the record ? 


STATEMENT OF ROBERT H. SCHOLL, VICE PRESIDENT, ESSO 
STANDARD OIL CO., ON BEHALF OF AMERICAN PETROLEUM 
INSTITUTE 


Mr. Scuoitzt. My name is Robert H. Scholl. I appear before you 
today on behalf of the American Petroleum Institute, a trade associa- 
tion of the oil industry. 

We appreciate the complexity of the task confronting you gentle- 
men. The matter under discussion here today is an example of the 
exacting and difficult assignment given to the Ways and Means Com- 
mittee. Others originate programs for spending money. You have 
to find methods of providing the revenue on an equitable basis and 
with the least possible disturbance to the economy. 

Turning to the question immediately at hand, everyone is in favor 
of good roads. Certainly, the industry I represent here today be- 
lieves strongly that highway improvement programs should be ac- 
celerated as rapidly as the general economy and the ability of the 
public to pay will permit. We have always been for good roads 
programs. 

I do not propose to discuss the merits of the particular Federal 
interstate highway program which you are engaged in financing, since 
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that bill is not before this committee. I shall address my remarks 
= to the means proposed to raise these funds. 

his, we must recognize, is not a simple problem. And in consider- 
ing various possible solutions, certain questions are bound to come 
to mind—questions to which sound and logical answers must be found. 

For example, we wonder about the advisability of breaking with 
past tradition on the Federal role of highway improvement and 
setting an entirely new course for the future of this program. 

As you gentlemen know, Federal participation in highway im- 
provement dates back to the early days of this Republic and has al- 
ways been financed, like other Federal programs, from broad-based 
general taxation. The Federal gasoline tax did not even come into 
existence until 16 years after the first Federal-Aid Highway Act and 
was levied as a temporary, emergency, budget-balancing measure. 

The tax itself, and the increase in its rates, have always been as- 
sociated with general government purposes, never with a Federal 
highway program. The same is true of the various automotive excise 
taxes. 

That has been the tradition followed to date. The question of 
whether this tradition should be abandoned represents a major policy 
change, with the possibility of far-reaching consequences. Here it is 
proposed that the Federal Government greatly expand its role in 
highway improvement, and that it substitute for the traditional high- 
way aid program, a program paid for by taxes on the same people who 
finance State highway activities—the motor vehicle owners. 

In other words, this change in Federal policy is in the direction of 
the policy now in effect in nearly all the States. But there, while 


motor vehicle owners are required to pay special taxes, those taxes 
are used solely for highway purposes. 
The Congress has already given aoe legislative approval to this 


policy as applied to the States. The existing Federal-aid highway 
law declares that “it is unfair and unjust to tax motor-vehicle trans- 
portation unless the proceeds of such taxation are applied” to high- 
ways, and penalties are provided for States that violate this provision. 

If this principle were to be applied to gasoline and automotive taxes 
at the Federal level, then it would logically follow that the $214 
billion already paid annually in Federal automotive taxes would be 
taken into account. If that were done, there would be no problem 
about financing this proposed highway program on a pay-as-you-go 
basis, without any new or increased taxes. 

Another question arises from the fact that the financing program 
being constdered here today was set up on a highly selective a al- 
though the reasons for the particular selections are not apparent. The 
program takes into account 100 percent of the revenue contributed by 
motor fuels and tires, portions of the revenue from motortrucks, and 
overlooks others entirely. The excise tax on new automobiles now 
brings in close to a billion dollars a year. Yet this source of revenue 
is not tapped for any purpose in this program. If it is decided that 
the motor vehicle owner must pay, isn’t it inconsistent to declare that 
some of his taxes will be used for this highway program, while others, 
equally applicable, will not ? 

If, in spite of the fact that the highway users are paying enough 
taxes to finance the program, the answer is that added revenues must 





538 HIGHWAY REVENUE ACT OF 1956 


be secured, then we respectfully suggest that the proposed tax bill 
does not meet the test of equity. As it now stands, it would load al- 
most the entire Federal highway program on the gasoline tax. 

Of the $12 billion of additional taxes proposed by this legislation, 
$8,900 million, or 74 percent, is expected to come from increases in the 
Federal levies on motor fuels. 

Of the total of $34 billion in revenue to be applied to this program, 
from the proposed tax increases and present taxes on motor fuels, 
— and tubes, more than 81 percent would come from taxes on motor 

vels, 

As you know, every State in the Union also levies a tax on gasoline, 
at rates which reach a level of 7 cents per gallon in 10 States. Further- 
more, some 380 local governments—counties and municipalities—tax 
gasoline at rates as high as 3 cents per gallon. 

The national average tax on a gallon of gasoline is now 7.8 cents. 
This is equivalent to 69 percent of the average wholesale terminal 
price, 48 percent of the price the retail dealer pays, and 36 percent of 
the price paid by the consumer. Contrast that 36 percent tax on the 
consumer’s gallon of gasoline with the Federal nets tax of 10 
percent on a mink coat—or a bottle of perfume. We are not merely 
trying to shift a tax burden from our industry to some other industry 
on general principles. We are asking you to consider the tax already 
borne by what is a basic commodity in everyday use, and then to judge 
— as a matter of equitable taxation, you should increase that 
load. 

It is sometimes argued that the gasoline tax is one way of appor- 
tioning the burden in proportion to the benefit received from the roads 
which will be built.’ Let us analyze this. Does the amount of gaso- 


line a motorist consumes on these interstate highways, or on city 
streets, or on local rural roads, reflect that citizen’s direct and particu- 
lar benefit from a national defense highway network ? 

Remember that this proposed gasoline tax increase would apply to 


every motor vehicle owner, regardless of his use or nonuse of inter- 
state highways. If he never went within miles of an interstate high- 
way, he would still pay a higher gasoline tax to support this system 
he never use. 

His higher gasoline tax payments would be converted into a sub- 
sidy for those who use the Interstate System. He would pay a higher 
tax for the benefit these others received, and the less he used the In- 
terstate System the higher subsidy he would be compelled to con- 
tribute to those who use this system intensively. 

Then, too, there is the problem of State road programs to be con- 
sidered. Approximately 2 of every 3 dollars of State highway-user 
tax revenue come from taxation of gasoline. Practically all State 
governments have embarked since the war on accelerated highway con- 
struction programs. Many State governments are today discussing 
increases in their highway revenues to carry out these plans, as well 
as their part of any Federal plan. And, once again, the commodity 
most frequently mentioned for added State taxes is gasoline. 

As you gentlemen know, there is a limit to how much taxation any 
product can bear. We may be nearer that limit on gasoline than many 
people realize. 

Enactment of the proposed 50 percent increase in the Federal gaso- 
line tax would bring the national average tax on this product up to 
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nearly 9 cents a gallon. It would bring the combined State and Fed- 
eral tax rate up to 10 cents per gallon in 10 States. 

Here is an admittedly extreme example, but one worth noting. In 
Hancock County, Miss., the motorist would pay a 3-cent-per- gallon 
Federal tax, a 7-cent State, a 3-cent county tax, plus the State sales 
tax of 3 percent which applies not only to the price of gasoline but 
also to the gasoline tax. Moreover, Bay St. Louis, like many other 
Mississippi communities, levies its own sales tax of one-half of 1 per- 
cent on the same basis as the State sales tax. A motorist who buys 
gasoline in this city pays a Federal tax, a State tax, a county tax, : 
State sales tax and a city sales tax, 5 taxes on 1 purchase. 

That isn’t the end of the story. Right now there is a bill before 
the Mississippi legislature to increase the State gasoline tax by an- 
other cent, to 8 cents per gallon. 

As noted, this is an extreme case. But it is in keeping with the 
national trend. In 1946, the first full postwar year, the States were 
collecting $1,064 million from gasoline taxes. Last year it is esti- 
mated total State gasoline tax revenues approximated $2,500 millon, 
an increase of nearly 150 percent in State collections from this tax 
in just 10 years. Some of this increased revenue yield was due to 
expanded motor vehicle ownership and use, but much of it resulted 
from higher tax rates. 

Since World War II there have been about 60 separate increases in 
State gasoline tax rates. Last year alone 14 State gasoline tax in- 
creases were enacted. 

The gasoline tax hurts the low-income consumer most, and it also 
hurts most the small independent oilman. The jobber who buys 
gasoline for resale must pay the Federal tax on it when he makes his 
purchase. ‘That means his working capital is tied up in this tax until 
he can collect on the resale of the gasoline. He doesn’t get his money 
back until he has paid for the product , and if a credit account falls 
through, he never gets his money back. He is out not only the value 
of the gasoline but also the value of the tax. 

Every increase in the gasoline tax rate adds to the burden of the 
independent jobber and to the burden of his customers, the retail 
dealers. 

Another aspect of this question of high gasoline tax rates is the 
matter of tax evasion which, back in the 1930's reached near epidemic 
proportions. Thanks to a cooperative effort by the Government and 
the petroleum industry, this situation was brought under control. 
There is a point, however, at which enforcement of any tax threatens 
to break down because the rate is so high as to invite evasion. This 
problem, of great concern both to the petroleum industry and to 
Government, certainly should not be overlooked. 

Before closing, we would like to call your attention to a feature of 
this bill which poses some serious administrative problems. Recently, 
your committee drafted and the House passed legislation relieving 
agricultural gasoline of taxation. That bill wisely provided for the 
consumer to apply to the Internal Revenue Service for a tax refund. 

But the bill now under consideration provides for an altogether 
different means of relieving nonhighway gasoline from the proposed 
tax increase by an outright exemption of the tax at the time of sale. 

73749—56——35 
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It is obvious that a program which called for a tax refund on 
some gasoline sales and for an outright tax exemption of part ot the 
rate on others would lead to severe complications for the Internal 
Revenue Service as well as tangling gasoline dealers, jobbers, and 
refiners in redtape. 

We believe that this committee is approaching the difficult problem 
of fiscal legislation with the desire to impose no undue hardship on 
any one group of taxpayers and with the purpose of spreading the 
burden of taxation as equitably as possible. We have endeavored to 
present here some of the factors in the situation which we feel merit 
your careful consideration, and which must be weighed in making a 
final decision. 

The Cuatrman. Does that complete your statement ? 

Mr. Scwou.. It does. 

The CuHatrman. We thank you for your appearance and for the 
information given the committee. Are there any questions? Mr. 
Boggs? Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaes. Am I to understand that you aren’t either for or against 
this bill by your statement ? 

Mr. Scuo.u. I am sorry, I did not hear you. 

Mr. Bocas. What is the position of your association? Is it for 
or against the bill? 

Mr. Scnoii. We are trying to point out that the bill as it now stands 
in our view places an unjust additional burden on gasoline. 

Mr. Boees. Are you against the bill? 

Mr. Scnuoiu. To that extent: yes, sir. 

Mr. Bocas. Are you aware of the fact that the rubber industry came 
out for the bill? 

Mr. Scnoun. Yes; I think I read that. 

Mr. Bocas. The increase on gasoline is 1 cent a gallon, the increase 
on rubber is 3 cents a pound. As far as I know, practically every 
other industry has endorsed the bill. Do you know anybody who 
gains more from this legislation than the automobile and trucking 
industry and the oil companies. 

Mr. Scnouyi. May I go back to the first part of your question? I 
don’t think the percentage burden carried by any of these other indus- 
tries is at all comparable to the tax burden which is already carried 
by wasoline and that really is the burden of our position here. Cer- 
tainly the petroleum industry benefits from good roads. That is why 
at the very beginning of my statement I said we are always in favor 
of good roads. 

Mr. Boces. Are you familiar with the study made by the Committee 
on Economic Development? 

Mr. Scno... I know that there was such a study; yes, sir. I am 
not intimately familiar with it. 

Mr. Bocas. Are you familiar with the Committee on Economic De- 
velopment ? 

Mr. Scuorn. Yes, sir; I know what it is. 

Mr. Boees. Are you aware of the fact that the Committee on Eco- 
nomic Development recommended user taxes and specifically recom- 
mended a 1-cent increase in gasoline taxes? 

Mr. Scuouu. Yes, sir; I am aware of that. 

Mr. Bocas. Could you suggest to this committee how we could 
finance this program if we did not increase fuel taxes ? 
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Mr. Scuou.. Mr. Boggs, I don’t think that I ought to set myself 
up as a fiscal expert. Iam not one. Your committee is expert in that 
tield. I notice even the Secretary of the Treasury, when he was here, 
declined to tell you how you ought to raise the taxes. I think it might 
be presumptuous of me to try to do the same thing. 

Mr. Boees. We have a proposal here that suggests one way of rais- 
ing it, and you object to that proposal. 

Mr. Scnott. Yes, sir. 

Mr. Boaes. It would seem to me that you would have some alterna- 
tive proposal. 

Mr. Scot. I think I can state that it appears to use that there 
are a number of other avenues available for you to raise increased 
taxes, if that is what is required. 

Mr. Boces. What are those avenues? 

Mr. Scuorz. Which will not bring the burden of taxation on other 
products to anywhere near the level of the present burden of taxation 
on gasoline. 

Mr. Boees. What has been the relative increase in the cost of gaso- 
line since World War II, percentagewise ? 

Mr. Scuotu. I can’t give you that figure. I can get the figure for 
you, but I don’t have it here. I happen to have here the comparative 
cost of gasoline in 1954 and 1955. 

Mr. Boaas. No. 

Mr. Scnoii. You want it for a longer period than that. 

Mr. Boces. I certainly do. 1 want it from the time that we raised 
the tax on gasoline. 

Mr. Scuotzi. My recollection, Mr. Boggs, is that the price of gaso- 
line has moved up with the general index of prices. 

Mr. Boaes. Hasn’t the general index moved up about 100 percent? 

Mr. Scnotx. I haven’t got that figure in mind. What I was going 
to say was that my impression is that gasoline has not advanced with 
relation to the index nearly as far as most other comparable products. 

Mr. Boeas. How much has it advanced ? 

Mr. Scnoty, I don’t know sir. 

Mr. Bocges. You say in your statement that the only people who 
benefit by this will be those who use the interstate system. Have you 
studied the Fallon bill? 

Mr. Scuott. No; I can’t say that I have studied it. I have read it. 
I was not prepared to discuss it here, because I didn’t think it was 
before this committee. 

Mr. Boees. No; but you make a very significant statement that the 
only people who will benefit are those who are going to ride on the 
Interstate System. The Fallon bill provides $12 billion for the con- 
tinuation of the existing Federal aid program. In addition to that, 
the Interstate System contemplates expenditure of a very large per- 
centage of it in the urban areas where people live in the big cities. 
The statement that any automobile driver will fail to benefit from this 
program just is not so. Moreover, when you take over the Interstate 
System from the States, you make available to the States these funds 
for the building of farm-to-market roads, secondary roads, county 
roads, and all other type roads. So every driver will benefit from 
this bill whether he uses the Interstate System or not. 
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It is very strange to me that the tire industry would come in here 
and recommend this bill and the petroleum industry, which in my 
judgment will gain more than any other industry, would come in 
and take no position on the bill but make no recommendations on how 
to raise this revenue. 

Mr. Scnouu. On the first part of your question, Mr. Boggs, I don’t 
think you would be surprised if you would compare the tax burden 
that will be carried. 

Mr. Boaes. Let us talk about that. 

Mr. Scuoiu. May I finish my statement? 

Mr. Boees. In your statement you talk about these excess taxes, 
and you lumped in all the 10-percent excise on the vehicles. You 
may as well take the 10-percent excise on the television set for the 
10-percent excise on a refrigerator. The analogy is not a good one. 
Insofar as burden of taxation is concerned, I might cite to you the 
liquor industry, which has a tax of $10.50 a gallon and gets no return 
whatsoever from the tax. 

Mr. Scuou.. I think everybody would agree that there is no com- 
parison between liquor and gasoline. 

Mr. Bocas. Or cigarettes. 

Mr. Scnoiu. Or cigarettes and gasoline. There may well be a com- 
parison made between tires and gasolme. But if you will compare 
the tax burden which a tire will carry percentagewise on its retail 
price with the burden that will be carried by the retail cost of a gallon 
of gasoline I think you will see that the impact is extremely different. 

Mr. Bocas. What is the tax on gasoline in England? 

Mr. Scuoi.. I can’t give you that figure exactly. It is very high. 

Mr. Boaes. You must know approximately what it is. You repre- 
sent the API and you are supposed to know. 

Mr. Scuoit. We don’t cover the situation in England. I don’t 
pretend to know anything about that actually. 

Mr. Bocas. What is the tax in Canada? 

Mr. Scnoiy. IT don’t know that, sir. 

Mr. Boaes. What is the tax in Mexico? 

Mr. Scuout. I don’t know that. I do know in England the tax is 
so high that the cost of gasoline there has obviously affected the type 
of cars that they make in England, and that people can afford to drive. 
It is even more so perhaps in Italy where I believe the tax is even 
higher, and where the most common method of transportation of the 
workmen is the motor scooter. 

Mr. Boces. Have you seen the figures that have been presented 
here statistically—I don’t know whether accurate or not—that. this 
gasoline tax will cost the average motorist about $5.50 a year? In 
return for that he gets over a 15-year period a $51 billion road package. 

Mr. Scnoui. I don’t know the source of those figures and how 
accurate they are. 

Mr. Boces. Are you prepared to take exception to them ? 

Mr. Scuoiy. No, I just don’t know. 

Mr. Boges. Do you represent all the producing oil companies? 

Mr. Scuotu. No, I wouldn’t say that I represent any particular 
company. I simply represent a trade association. 

Mr. Bocas. Whom does the API represent ? 
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Mr. Scnout., All sorts of people who are engaged in the petroleum 
industry. It is a very large association. 

Mr. Boees. Who are some of them ¢ 

Mr. Scnou.. If your question is are there producers who are mem- 
bers of the association, yes, of course. I didn’t understand. 

Mr. Boces. Do you represent all the big oil companies ? 

Mr. Scuoii. Do you mean are all of the big oil companies members 
of the association? I think the answer would be “Yes.” I hesitate 
to say that I personally represent them all. I don’t feel I do. 

Mr. Boces. You are speaking for the association, aren’t you ? 

Mr. Scuoiz. That is right. 

Mr. Boces. Is the committee to interpret your testimony as being 
the testimony of all the members of your association in opposition 
to this bill? 

Mr. ScHoii. If you meean individually every member of the asso- 
ciation, no. 

Mr. Boaes. Shall we say a majority of them ? 

Mr. Scnoiu. Yes, I think so. 

Mr. Boees. I have no further questions. 

The Chairman. Mr. Keogh of New York will inquire. 

Mr. Kroon. Mr. Scholl, you consider the gasoline tax one of those 
special taxes that motor vehicles are required to pay, don’t you? 

Mr. ScHo.Lu. Yes, sir. 

Mr. Keocu. I would like to refer you to the last paragraph on 
page 2 of your prepared statement and specifically to the last sen- 
tence in that paragraph. I take it that “there” refers to the area of 
the States. 

Mr. Scuotu. Yes, Mr. Keogh. 

Mr. Krocu. Let me put a question to you now. Is it a fact that 
in the area of the States with the taxes imposed as special taxes on 
motor vehicle owners are used solely for highway use. 

Mr. Scuou.. It is not true in New York. I tried to explain before 
that this paragraph refers to nearly all the States. There are certain 
prominent exceptions, of which New York is one, where the diversion 
of gasoline tax is very important. 

Mr. Keoen. It is not used solely for highway purposes but you mean 
nearly solely ¢ 

Mr. Scnotn, No, the “there” refers to the words “nearly all the 
States.” 1 thought that was clear. That is what it is intended to 
mean. 

The CuarrmMan. Are there any further questions? If not, we thank 
you for your appearance and the information given to the committee. 

Is there anybody else present who has requested an opportunity to 
be heard? The Chair hears none. The hearing is now closed. The 
committee will stand adjourned to meet in executive session at 10 
tomorrow morning. 

(The following material was submitted for the record :) 

Congressman JERE COOPER, 


Chaiftman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


My DrAr CONGRESSMAN: Attached is a letter 1 recently received from Mr. 
Frank E. Landsburg, the head of the Bureau of Motor Carriers for the Pacific 
Northwest, relative to the Federal Highway System. 

I would appreciate it if you would call Mr. Landsburg’s considered comments 
to the attention of the other members of the House Ways and Means Committee 
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and include Mr. Landsburg’s letter in the printed transcript of the hearings of 
the Ways and Means Committee which I understand are scheduled to begin on 
February 15, on H. R. 9075, the bill to amend the Internal Revenue Code of 
1954 to provide additional revenues from the taxes on motor fuels, tires, trucks, 
and buses. 

Mr. Landsburg is one of the outstanding authorities in this field and I feel his 
remarks would be of benefit and interest to the committee. 

I would likewise appreciate your own personal comments on the extent to 
which Mr. Landsburg’s suggestions have been considered by or even incorpo- 
rated in the pending legislation on this subject. 

Sincerely yours, 
Warren G. MaGnuson, Chairman, 


Senator WARREN MAGNUSON, 
Senate Office Building, Washington, D. C. 


My Dear Senator: For the last several years I have been studying the practi- 
eal aspects of Federal participation in the construction and maintenance of our 
national highways. There seems to be one fact in that connection which is 
usually disregarded and which, I fear, is now being disregarded in the proposed 
financing of that activity. People generally are inclined to examine our present 
needs and then think in terms of paying the bill for the improvements which are 
immediately necessary to meet our military and economic requirements. They do 
not seem to realize that we live in a growing country and that a highway system 
which may meet our needs today will certainly not be adequate when we have 
50 million more mouths to feed in this country. In other words, it is not possible 
to permanently solve this problem with a 5- or 10-year building program. The 
probiem is a continuing one, and the financing business will be with us every year 
from now on as the country continues to grow. 

It appears to me that the time has come when the Federal Government should 
approach our highway situation in a realistic manner. Realism in this field 
means that our approach should be changed from a short emergency one to a 
long-range plan and that, in turn, means a permanent rearrangement of our 
sources of revenue. 

No one can quarrel with the idea that the cost of building and maintaining 
our highways should be borne by those who use them. I realize that there are 
certain benefits which accrue to abutting property or areas served, but those 
benefits usually are reflected in the user taxes paid by the owners who certainly 
must use the highways to obtain access to their properties. 

I realize, too, that the present fuel taxes assessed by the Federal Government 
were originally classified as excise taxes and that they are, therefore, available 
for general fund purposes. I do not think that theory ever was sound but, if it 
was, we certainly have now outlived it. The practical thing to do would be to 
abandon that theory and designate all such taxes as user taxes. With that 
thought in mind, I wish to submit the following recommendations to you: 

1. That all Federal gasoline, diesel, fuel, oil, tire, or other highway taxes of a 
usage nature, not including other sales taxes collected by State governments, be 
designated as highway user taxes and be allocated by the Federal Government, 
without diversion of any kind, to the acquisition, construction, and maintenance 
of our national highway system. 

It is interesting to note in this connection that while the Federal Government 
has collected billions in highway taxes, only a comparatively small percentage 
has actually been allocated to highway construction. 

2. That each State be required to qualify for Federal matching funds by 
allocating all highway user taxes, collected by the State, to the acquisition, con- 
struction, or maintenance of its highway system, without diversion of such funds 
to any other purpose. Any State which might prefer to use such funds for any 
other purposes should not be eligible for any Federal highway grant. 

The States now collect billions, presumably for highway-construction purposes 
but much of it is diverted to other purposes. 

3. That the present loopholes in our user tax system, particularly as to the tax 
on gasoline and diesel, be eliminated through coloring: white for highway use 
and another color for off-highway or marine use. 

It is generally conceded that a study of this phase of the matter would show 
a tremendous loss in highway revenues due to the fact that gasoline purchases 
for farm or marine use (tax refunded) is actually being used for highway trans- 
port purposes. 
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4. That the United States Government be required to pay the highway user 
taxes assessed by each State, and that such taxes be regarded as part of the 
Federal contribution to our highway system. 

Why should the Federal Government be privileged to use the highway systems 
of the 48 states without paying for that privilege? 

5. That the Federal highway program be placed on a “Pay as you go” basis, 
using budgetary periods of not to exceed 5 years. 

If the foregoing measures were adopted without any exemptions or excep- 
tions, sufficient funds would be available to adequately meet our highway re- 
quirements without borrowing money and without mortgaging future generations 
and impairing their ability to meet their own growth requirements. If, because 
of increased defense needs or unforeseen conditions, sufficient funds should not 
be available to meet requirements, such funds should be procured by increasing 
the tax on gasoline or other fuel. That tax is inexpensive to collect and is paid 
equally by all highway users. 

May I reiterate that we are not dealing here with a problem which exists this 
year only. There is good reason to believe that the automobile is here to stay, 
and that the time has come when we might as well acknowledge that fact. Why 
not then adopt a realistic program which will not only meet our country’s im- 
mediate requirements, but which will also take care of its future without wasting 
public funds in completely unnecessary interest charges. 

Cordially, 


F. E. LANpDSBURG. 


House or REPRESENTATIVES, 
Washington, D. C., February 18, 1956. 


Hon. JERE COOPER, 
Chairman, House Committee on Ways and Means, 
The Capitol, Washington, D. C. 
DEAR CHAIRMAN Cooper: In behalf of the extensive mining industry of the 
State of Washington, may I respectfully urge that in consideration of the high- 
way program financing act exemption for off-highway mining vehicles be in- 


cluded in the legislation. 

Many of our State of Washington mining operations, especially the zinc-lead 
mines, operate on a very close margin. An additional burden of excise taxes on 
trucks, truck trailers, motor fuel of all types, tires, and tubes would substan- 
tially increase operating costs at the mines. The net result would be the dis- 
continuance of operations of the affected lead-zine mines. 

Your consideration of exemption language for off-highway mining vehicles, 
fuel, and tires and tubes is respectfully requested. 

Sincerely yours, 
DoN MAGNUSON, 
Member of Congress. 


House oF REPRESENTATIVES, 
Washington, D. C., February 20, 1956. 
Hon. JERE COOPER, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: As your committee has under consideration now 
H. R. 9075. I would like to bring to your attention a matter of considerable 
importance to one of the principal industries of Arizona. That industry is 
mining. 

I have received wires from representatives of the major mining companies in 
Arizona, as well as the State secretary of the Arizona Small Mine Operators 
Association and the Arizona Chapter of the American Mining Congress, urging 
that an exemption be provided in H. R. 9075 to exempt from the excise taxing 
provision off-the-road vehicles used in mining operations. 

I respectfully urge that your committee exempt from the taxing provisions of 
H. R. 9075 trucks, graders, and other mobile, self-propelled equipment used in 
off-the-road operations by the mining industry. Your favorable consideration 
of this proposal will be appreciated. 

Yours sincerely, 


JOHN J. RHODEs. 
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House OF REPRESENTATIVES, 
Washington, D. C., February 7, 1956. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Cooper: I am enclosing a copy of a letter from the Jesup 
and Wayne County Chamber of Commerce, Jesup, Ga., which includes recom- 
mendations for the financing of the proposed interstate highway program. 

I shall very much appreciate your making this letter a part of the record of 
the hearings on these measures in order that the committee may give it the 
consideration that it deserves. 

Respectfully yours, 
Irts Buircu, 
Member of Congress. 


JESUP AND WAYNE CoUNTY CHAMBER OF COMMERCE, 
Jesup, Ga., February 2, 1956. 
Memo to: Hon. Walter F. George, Hon. Richard B. Russell, Hon. Iris F. Blitch. 
Subject : Highway legislation. 


The board of directors of the Jesup and Wayne County Chamber of Commerce 
at its last meeting heard and unanimously approved recommendations of the 
national affairs committee regarding highway development. 

These were: 

1. An expanded Interstate Highway System is needed to meet the needs of 
a growing and dynamic economy, as well as national defense. 

2. This expansion should be effected through the use of additional Federal 
aid the Interstate System. 

3. Financing should be through current revenues if possible. However, if 
enough revenues are not available then additional revenues should be obtained 
from one or both of the following: 

(a) Increases in excise and motor-fuel taxes upon highway users. 

(b) Bonds issued within the statutory Federal debt limit with the interest and 
principal on these being paid from the additional user taxes. 

In passing on these recommendations there was strong objection to any further 
Federal control of the use of these funds. 

It was also pointed out that user taxes should be earmarked for highways. We 
know of a State that does this and does not need or have revenue certificates or 
bonds for highways. There was strong objection to these taxes being dumped 
into the Federal Treasury and used for other purposes. 

It is the hope of this group that you will seriously consider these recommenda- 
tions that were arrived at after 24% hours in the national affairs committee and 
one-half hour by the board of directors. 

Respectfully submitted. 


LOGAN T. Dent, President. 


House OF REPRESENTATIVES, 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C., February 20, 1956. 
Hon. JERE Cooper, 
Chairman, House Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear CoLLEAGUE: Mr. Alwin E. Hodson, a constituent and the president of 
Town Taxi, Inc., of 160 Ipswich Street, Boston 15, Mass., raises a pertinent ques- 
tion about the new taxes in connection with the Federal highway program as 
affecting taxicab companies, in a letter to me of February 14, 1956, copy 
enclosed. 

I understand that H. R. 9075, on which the committee is now holding public 
hearings, contains a tax exemption for municipal transit companies similar to 
that in H. R. 7474, which was defeated last year. I believe that some of the 
testimony has urged Mr. Hodson’s proposal that taxicab companies be granted 
a similar exemption, and I should appreciate it if his letter could be made a 
part of the record. For the same purpose I quote an excerpt from his letter to 
me of July 22, 1955, on this subject : 
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“The imposition of this tax on a company of our size would cost us approxi- 
mately six or seven thousand dollars a year, and we feel that legislation of this 
kind is manifestly unfair because we receive no benefit from the roads. Further- 
more, it would necessitate the taxicab companies asking for a raise in rates 
wrich are now at a point of rapidly diminishing returns.” 

Thank you for your kind attention to the above. 

Yours sincerely, 
LAURENCE CURTIS. 


Enclosure. 


Town Taxt!, INC., 
Boston 15, Mass., February 17, 1956. 
Congressman LAURENCE CURTIS, : 
Washington, D.C. 

DEAR CONGRESSMAN CURTIS: We wrote you some time last July in connection 
with bill H. R. 7072, which was a bill to increase taxes to provide financing for 
the program of expansion and improvement of the Interstate Highway System 
asking you to vote for an exemption for taxicab companies in this bill. 

We are again faced with the same problem in the pending highway bill, and 
inasmuch as the taxation which is proposed includes a 1-cent increase in the 
Federal gasoline tax, also for increases in the tax on tires and camelback for 
retreading, and inasmuch as 9914 percent of the use of highways by a taxicab 
company is confined to intercity streets and is strictly a segment of urban trans- 
portation, we feel that it is highly unfair to assess this tax on taxicab companies. 

We hope that you will use your best efforts to see that taxicabs are exempted 
trom this Federal tax. Trusting that this request will meet your favorable con- 
sideration, we are 

Sincerely yours, 
ALWIN E. Hopson, President. 


NEWARK, N. J., January 19, 1956. 
Hon. PETER Ropirno, Jr., 
Washington, D. C. 


Dear Mr. Ropino: I would like to have one of the new Congressional Records. 
In this connection, please bear in mind that I want to testify about how to finance 
the highway program when this matter comes before the Financial Committee. 

To refresh your memory I enclose herewith a few copies of my modern finance 
plan which, if adopted would save the taxpayers billions of dollars. 

Wishing you success, I am, 

Yours very respectfully, 
AvuGUsTt WALTERS. 


THe EISENHOWER $100 BILLION Highways Can BE BuiI_t Witrnout AppING TO 
THE NATIONAL DEBT OR TAXES BY ADOPTING A MODERN FINANCE SYSTEM 


By August Walters of 38 East Park Street, Newark, N. J. 


At present our Government is run on a debt-creating system. The Constitu- 
tion says: ‘‘To borrow money on the credit of the United States.” 

It does not say to borrow money from bankers. To understand the directions in 
the Constitution you must understand what is the credit of the United States. 
What is it? Raw materials and labor. Not what has been created in the past. 
This credit is already mortgaged to the limit. Raw materials and labor are 
free from all debts. 

To make use of our national credit all we have to do is to follow the here- 
with presented directions : 

1. Pay the road contractors with a national credit certificate. 

2. Contractor deposits certificate with his bank. 

3. Bank returns certificate to Treasury Department which opens: United 
States national credit for banker. 

4. Banker in turn now opens bankers credit for depositor. 

5. Treasury Department sends check for 1 percent service charges to 
banker. 

Now let us analyze what we have accomplished by using this novel and up-to- 
date method: 
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1. Contractor has been paid in full with credit certificate. Certificate is 
not balanced by borrowing money, it has been balanced by raw materials 
and labor. 

2. Contractor has paid his workers in full. 

8. All materials, machines, etc., that were required to build the highways 
are paid in full. 

4. We have not gone into debt to anybody and have not borrowed any 
money or increased the debt. 

5. The bankers have made a profit of 1 percent on the amounts they 
handled for the Treasury Department. On $100 billion they made a net 
profit of $1 billion. 

6. Consequently, the only taxes we have to raise to pay for the highways 
is $1 billion in taxes instead of raising $100 billion in taxes or borrowing 
from bankers and increase the national debt and pay interest on $100 billion. 

Is there anybody in the land who could point out any fallacies in this plan? 
Why use a finance system which is hundreds of years behind the times? 

The plan was presented by me 12 years ago to both House of Congress and 
Senator Tom Connally called the plan “most ingenious,” and Senator Taft said to 
me “you belong in the Treasury Department.” 

Let those who will not cooperate to bring this plan into use, point out what 
is wrong with this modern plan. 

The average person is timid about expressing an opinion about money. Give 
it some thought and you will agree with the writer’s plan. 

March 1, 1955. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., February 16, 1956. 
Hon. JERE CooPER, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, 
Washington 25, D. C. 

Dear Mr. Cooper: The Chamber of Commerce of the United States wishes to 
express the views of its members on financing an expanded Federal highway 
program. 

The national chamber has just completed a poll on the highway question of its 
over 3,100 affiliated chambers of commerce and professional associations repre- 
senting an underlying membership of over 1,700,000 businessmen. This grass- 
roots, nationwide survey of the businessman’s viewpoint on important highway 
issues will be of great interest to your committee. I am enclosing a copy. 

New policy adopted by the chamber’s membership in this poll favors an ex- 
panded highway construction program and because of the national importance of 
the Interstate System, we recommended that the Federal Government assume 
primary responsibility for its modernization. 

This policy advocates that an expanded Federal highway program be financed 
as far as possible out of current tax revenues. If such revenues are insufficient 
for these needs, additional funds should be obtained from one or both of the 
following: (a@) reasonable and equitable increases in excise and motor fuel taxes 
upon highway users, and (b) bonds issued within the statutory Federal debt limit, 
the interest and principal on such bonds to be obtained from the suggested addi- 
tional taxes on users. 

We believe that this program should not be permitted to unbalance the Federal 
budget. It is hoped that economies which can be effected in government will 
provide sufficient funds from current revenues to make up the additional amounts 
needed to complete the road program. If not, added funds should be obtained 
in the manner outlined above. The need can be reappraised periodically as 
Congress considers the regular biennial road authorization program. 

I would appreciate it if you would make this statement a part of the record 
of your current hearings on H. R. 9075. 

Cordially yours, 
CLARENCE R. MILEs. 
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(The survey referred to has been placed in the committee files.) 


Arr TRANSPORT ASSOCIATION, 
Washington 6, D. C., February 15, 1956. 
Subject: H. R. 9075 
Hon, JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington 25, D. C. 


DeEaR Mr. CHarRMAN: The Air Transport Association of America, which in- 
cludes in its membership substantially all of the scheduled airlines of the 
United States, supports the enactment of H. R. 9075, with one minor amendment 
to the bill. 

The press release on the bill, issued by Hon. Hale Boggs, chairman of the 
subcommittee on this legislation, indicates that the purpose of H. R. 9075 is to 
“provide the framework for the additional revenues required for a pay-as-you-go 
national roadbuilding program.” Congressman Boggs stated further : 

“We have, after much study, written in exemptions from the proposed in- 
crease in taxes. These exemptions would include * * * fuels and tires which 
are used on vehicles which are not highway vehicles, * * *.” 

Moreover, as chairman of the full Ways and Means Committee, you also 
issued a press release announcing the commencement of public hearings on this 
bill. After listing the tax increases included in H. R. 9075, you stated as 
follows: 

“The Boggs bill would impose the tax increases described above only with 
respect to highway vehicles.” 

We support the concept embodied in H. R. $075 that those who use the high- 
ways should pay for them and, conversely, that these tax increases should not 
apply to nonhighway users. With one exception, our member airlines as 
operators of nonhighway vehicles (aircraft), are exempted from the increases 
provided for in the bill. Section 4, which increases the tax on tires of the type 
used on highway vehicles, also imposes a new tax of 3 cents a pound on “tread 
rubber,” which is defined to mean any material commonly or commercially 
known as tread rubber or camelback, or which is a substitute for either such 
material and is of the type used in the recapping or retreading of tires. All of 
our member airlines recap or retread their aircraft tires. As presently drawn, 
section 4 would impose a 3 cents per pound tax on the materials used for air- 
craft tire recapping or retreading. While the tax yield from this source would 
be small when compared with the yield from the tax on tread rubber for high- 
way vehicles, it nevertheless would be a substantial amount from the viewpoint 
of our industry. 

In view of the foregoing, we urge the committee to amend section 4 of H. R. 
9075 to exclude from the tax proposed on the sale of tread rubber any material 
used in the recapping or retreading of tires used on nonhighway vehicles, in- 
cluding aircraft. 

I have taken the liberty of sending a copy of this letter to each member of the 
Ways and Means Committee, and to the committee clerk. It is respectfully 
requested that this letter be included in the record of the hearings on H. R. 9075. 

Sincerely yours, 


S. G. Tieton, President. 


TRANSPORTATION ASSOCIATION OF AMERICA, 
Washington 6, D. C., February 10, 1956. 
Hon. JERe 
Chairman, Committee on Ways and Means, 
Washington 25, D. C. 


My Dear CHAIRMAN Cooper: We request that the views of the Transportation 
Association of America on public aid be made a part of the record when holding 
hearings on the Highway Revenue Act of 1956, as set forth in H. R. 9075. We 
understand that hearings will begin on February 15 and that they will relate 
to methods of financing the proposed expanded Federal highway construction 
program. 

It is the official position of our association that: 

“In the United States, which stands before the world as the principal expon- 
ent and the principal exhibit of the benefits of free-private enterprise, the aim in 
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all forms of transport should be that user charges be paid by all classes of domes- 
tic users of Government transport facilities sufficient to cover their fair share of 
the costs of building and maintaining the facilities which they need to use.” 

The above is the first paragraph and key statement in the board of directors’ 
policy on public aid. It had the wholehearted support of the highway panel as 
well as all other panels* except the waterway panel. The full statement of 
policy runs some three pages in length in Sound Transportation for the national 
Welfare, published by the association in 1953. 

While we subscribe fully to the general principle of user charges advocated 
in H. R. 9075, we are neither supporting nor opposing the specific tax measures 
contained in the bill. 

The members in our association represent a fair cross section of the American 
business economy, since they represent users of transportation, investors, and 
all types of transport carriers, as well as the general public, from all sections of 
the country. 

Policy positions such as expressed in this statement are developed through our 
8 advisory panels, a policy committee of the board, and finally, by the 100- 
man board, itself. 

Please make this statement a part of the record on H. R. 9075. 

Sincerely, 
Haroip F. HAMMOND, 
Executwe Vice President. 


LA SALLE TIRE, 
Minneapolis 8, Minn., February 7, 1956. 
Hon. Jere Cooper, 
Chairman of the Wayvs and Means Committee, 
Congress of the United States, 
House of Representatives, Washington, D.C. 


Dear Mr. Cooper: We have been informed that on February 13, a 4-day hearing 
will commence on the highway bill. We further understand that this bill will 
perhaps include increased taxes on tires, tubes, gasoline, and diesel fuel, and 
that there is still within the realm of possibility, a new tax on retread rubber. 

We, therefore, feel that we owe it, not only to ourselves but also to our industry 
and our Government, to voice our thoughts on such a highway bill. We realize 
the necessity for a highway construction bill, and we certainly would endorse the 
recent bill, H. R. 8836. We further realize that any program and any construc- 
tion must have a source of revenue in order to pay for the project and we, of 
course, expect to pay our share, however, we strongly oppose any taxation on 
tread rubber, and we oppose any large, unjustifiable increase of taxes on tires, 
tubes, gasoline, and diesel fuel. 

For example, we were very much opposed to last year’s bill, H. R. 7072, because 
we felt that it imposed not only unjustifiable, but ridiculous increases in taxes 
on tires and tubes. We will elaborate just a little bit on why we are opposed 
100 percent to any tax on tread rubber or retreaded tires. 

Such a tax would certainly work a definite hardship on tire dealers and re- 
treaders, because it would increase the cost of retreading and would tend to close 
the gap in price between new tires and retreading. It would be possible that 
the tire manufacturer would commence to produce an inexpensive tire that would 
virtually kill the retreading industry due to the small differential in price 
structure. 

Retreading is virtually a babe in arms, and by imposing taxation on something 
which is actually a service, would be extremely detrimental to this industry, 
which in turn would be detrimental to the Nation’s trucking industry and the 
very economy of our Nation. 

in summation may we say that we favor a highway-construction bill—we are 
willing to pay our share—and we just ask that our industry be given proper 
consideration and not be unjustly burdened with taxes for this new program. 

Yours very truly, 
R. F. Swanson, General Manager. 


1 Right advisory panels to TAA’s board, composed of over 200 representatives from air, 
highway, freight forwarder, pipeline, rail, water, user, and investor interests. 
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A REVIEW OF ARKANSAS Motor FuEL TAx REVENUES AND ESTIMATED COLLECTIONS 
1957 vo 1969, INCLUSIVE 


Prepared by the Arkansas Public Expenditure Council 


In 1949 Arkansas collected $24 million in motor fuel taxes from Arkansas high- 
way users. In 1955 Arkansas motor fuel tax collections totaled more than $35 
million. The Arkansas motor fuel tax was increased to 6% cents per gallon in 
1934, the second highest State tax rate in the Nation. The rate still remains at 
6% cents per gallon. 

Motor fuel tax collections in Arkansas reflect a constant increase in revenues 
since 1949 with the annual rate of increase ranging from 10 percent in 1950 to 
18 percent in 1955. ‘The average annual rate of increase for the 6-year period 
has been in excess of 8 percent. 

Numerous authorities agree that motor vehicle registrations will total at least 
81 million by 1965, as compared with 61 million today. This amounts to a one- 
third increase in the number of vehicles on the road in the next 9 years. 

In view of the overall expansion of industry and business in Arkansas and 
the consistent improvement in Arkansas roads in the last 3 years, there would 
appear to be little doubt that Arkansas vehicular traffic will increase in propor- 
tion to the predicted national increase. 

The question then arises, How can Arkansas best meet the problem of supply- 
ing adequate roads and streets for all the counties of Arkansas? 

There is no question as to the value of the proposed Interstate System in 
meeting the problem of providing adequate highways for trucks and interstate 
passenger automobile traffic. But there is only about 15 percent of Arkansas’ 
total traffic problem. Assuming that the Federal Government is going to accept 
90 percent of the responsibility for financing the Interstate System in Arkansas, 
the next question is, How can Arkansas best finance an adequate road and street 
program for the remaining 99.3 percent of our roads and highways which are 
not on the Interstate System? 

H. R. 8836, now penuing before Congress, proposes to increase Federal grants- 
iu-aid for primary, secondary, and urban roads and streets, which would be 
matched on a 50-50 basis by the State, as the recommended method for solving 
the above questions. 

The contemplated Federal grants-in-aid for the Arkansas primary, secondary, 
and urban system would amount to a total of $173 million for the 13-year period 
ending in 1969. The average annual grants for these systems would thus amount 
to $13.8 million. 

In return for the $173 million in primary, secondary, and urban aid and $218 
million in interstate aid, Arkansas motorists would contribute in excess of $600 
million to the Federal Government for the next 15 years. 

Suppose, however, that the Federal Government were to repeal the Federal 
motor-fuels tax and that Arkansas would increase its tax rate from 644 to 8% 
cents, or a 2-cent increase beginning in 1957 and ending in 1969. Note that this 
does not suggest a 3-cent increase, but just a 2-cent increase which would equal 
the present Federal rate. 

How much revenue would Arkansas derive from this increase to supply the 
needs of its primary, secondary, and urban system? 

The answer is revealed in the following table. 

Using the rate of $5.5 million presently being collected annually from each 
1 cent of tax and projecting the rate of increase in motor fuel tax collections 
in Arkansas at 5 and 10 percent, which would appear to be a conservative annual 
increase in view of the past 6 years’ experience and the predicted increase in 
vehicle registrations, the following is revealed: 


TABLE I.—Estimated Arkansas motor fuel tax collections, 1957-69, inclusive, at 
2 cents per gallon, based on 5 and 10 percent annual rate of increase 


- 


| | 
2 cents, at 2 cents, at 2 cents, at 2 


2 cents, at 
5 percent | 10 percent || | 5 percent 10 percent 
| 


$11,550,000 | $12,100,000 || 1965... | $17,066,000 | $25, 934, 000 
12, 128, 000 | 13, 310,000 || 1966_____ Ug dhe | 17,919,000 | 28, 527, 000 
12, 734, 000 | 14, 641,000 |, 1967 _ ‘ 18, 814, 000 31, 380, 000 
13, 371, 000 16, 105, 000 || 1968 7 19, 755, 000 34, 518, 000 
14, 040, 000 17, 716,000 | 1969 : 20, 743, 000 37, 970, 000 
14, 742, 000 | 19, 488, 000 || — - 

15, 479, 000 21, 433, 000 || ....| 204, 504, 000 296, 698, 000 
16, 253, 000 23, 576,000 || 








552 HIGHWAY REVENUE ACT OF 1956 


It is thus quite evident that at the 5-percent rate Arkansas would enjoy $31 
million in excess of the proposed Federal grants-in-aid for its primary, secondary 
and urban highway program if the present 2 cent Federal motor-fuel tax were 
repealed and relevied and collected at the State level. 

If the annual increase is 10 percent, which may be more realistic based on the 
last 6 years’ experience, Arkansas would gain an extra $124 million in excess 
of the proposed Federal allocation of $173 million by levying and collecting the 
2-cent gasoline tax at home instead of in Washington. 

An estimate of total motor-fuel taxes to be collected in Arkansas for the next 
15 years is pictured in the following table: 


Taste II.—Estimated motor fuel tag collections, Arkansas, 1957-69, inclusive, 


based on 5 and 10 percent annual increase in total collections at present rate 
of 6% cents 


| | 
| 614 cents, at | 64% cents, at 6% cents, at | 64 cents, at 
5 percent 1 percent 5 percent 10 percent 
lel 


$62, 666,000 | $109, 847,000 
, 000 120, 832, 000 
, 000 132, 915, 000 
000 
000 


65, 
69, 


Total collections, 
1, 038, 553, 000 


Add table I 204, 296, 698, 000 


Total collections, 
at 844 cents 887, 


799, 
089, 
682, 908, 
594, 
502, 


000 | 1,335, 251, 000 











It is quite apparent that with an additional 2 cents, the ultraconservative rate 
of 5 percent annual increase in Arkansas motor-fuel taxes will produce more 
than enough to fulfill the existing deficiencies and anticipated needs of all the 
roads and streets of Arkansas if the estimated construction cost of $795% million, 
shown in column 3 on page 12 of the APEC’s report entitled, “1956 Federal High- 
way Plans Increase Arkansas Road Problems,” is realistic. 

At an annual rate of increase of 10 percent, which is 8 percent less than the 
1954-55 rate, Arkansas would collect $287 million more than the estimated cost 
of $1.048 billion shown in column 2 on page 12 of the same report. 

The analysis does not take into consideration the other Arkansas State high- 
way use taxes which produced approximately $10 million in 1955. Nor does it 
include county and municipal road taxes. All of these sources are realizing 
steady increases each year. 

There should be no doubt that the needs of all Arkansas highway users can 
best be served by insisting that the greatest proportionate cost of the proposed 
Interstate Highway System be financed by the Federal Government from other 
miscellaneous automotive excise taxes which, because of their origin, can best be 
administered and collected at the Federal level; thus reserving for the States 
the motor-fuels tax as a dependable source of revenue for providing a modern 
road and street system for all the citizens of Arkansas. 


PorTLAND, OreEG., February 20, 1956. 
JERE COOPER, 


Chairman, House Ways and Means Committee: 


The expanded Federal highway program most vital and important to North- 
west and Nation. Urge that nothing be allowed to interfere with speedy ap- 
proval highway legislation. In your study of financing this program believe 
that the Oregon electorate vote on this matter might be of some value to you 
and your committee in its deliberations. Would request that this wire be made 
a part of your official record of current hearing. 

House Resolution 9075 now being considered by your committee would in- 
crease Federal automotive taxes on across-the-board basis which means that 
the same rate of taxes would apply to all classes of users, private passenger 
ears, light trucks, and the heavy trucks. The Oregon electorate voted on this 
specific issue on two measures in the 1952 general election. On both measures 
the electorate overwhelming disapproved across-the-board theory on taxation 
for motor vehicles. First, on the Motor Carrier Highway Transportation Tax 
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Act which was referred to the people by referendum and which increased the 
rate for heavy vehicles the electorate voted 408,588 to 230,241, about 2 to 1 in 
favor of the increase. Second, on the “constitutional amendment providing 
equitable taxing method for use of highway” and initiate measure which would 
have limited the taxes on all vehicles to gasoline taxes and license fees the elec- 
torate voted against this move 135,468 to 484,730, or about 3% to 1. 

The campaign on these two measures was intensive, and the issue was well 
understood by the electorate. The vote clearly shows that the people of Oregon 
strongly oppose the across-the-board theory of taxation on all motor vehicles 
and favored a higher rate of tax for heavy vehicles so that these vehicles would 
pay their proper share of the cost of highway construction and maintenance. 

So far as we have been able to ascertain this is the only instance in which the 
voters of the State have expressed themselves on this specific issue, which is 
now being considered in Congress. We believe that the bill as presently written 
would penalize the passenger car owner and favor heavier vehicles. 


‘ OrEGON STATE Motor ASSOCIATION, 
CLARENCE FRANcIs, President. 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION RELATING TO H. R. 9075, 
THE HIGHWAY REVENUE Act oF 1956, By Marr Triggs, ASSISTANT LEGISLATIVE 
DIRECTOR 


The American Farm Bureau Federation appreciates the action taken by the 
committee with respect to H. R. 8780, to exempt non-highway-used gasoline from 
the Federal gasoline tax. We trust this bill may become law in the very near 
future. We believe its enactment will correct an inequity in our tax structure. 

The American Farm Bureau Federation does not favor the increases in excise 
taxes proposed in H. R. 9075. Our view in this connection is based upon our belief 
that Federal expenditures for highways should not be significantly increased 
above present levels. While we appreciate this is no place to present testimony 
on the highway program, I would like to summarize our position in a few 
sentences as a necessary background to this statement. 

1. State governments should continue to have the primary responsibility for 
financing highways. We do not maintain strong and autonomous State govern- 
ment by constantly diminishing the scope of State responsibility. It is naive to 
suppose that more than an appearance of States’ rights and State independence 
can be maintained by State governments which come to depend upon handouts 
from the Federal Government. 

2. State governments can assume this responsibility. All the income and 
wealth which can be taxed by the Federal Government is located within the 
48 States and is subject to their taxing power. 

3. State Governments are assuming a responsibility for financing highways. 
State highway expenditures have been increasing about a half billion dollars a 
year. Non-Federal highway expenditures have increased from 2.5 to 6.4 billion 
dollars between 1947 and 1955. In 1955 alone 14 State legislatures increased 
their State gasoline taxes and many other States increased registration fees. 

It is our belief that the greatest possible impetus to highway building, with 
appropriate consideration to a balanced program to meet all State governmental 
needs and with appropriate attention to the willingness of the people of the 
respective States to pay for highways, can be accomplished by the following 
program: 

1. Termination of the Federal gasoline tax so that this source of revenue may 
be made available to the States. 

2. Continuation of the present level of Federal expenditures to provide neces- 
sary integration and coordination. 

3. Congressional notice to the States that the financing of our highway con- 
struction program is considered by the Congress to be primarily a responsibility 
of State governments. 

Under these circumstances we have little doubt of the capacity of State govern- 
ment to proceed with a highway construction program of the scope desired by 
the people of the respective States to meet present and future needs. 

The proposals for an expanded program of highway construction under consid- 
eration at this time demonstrate once again that Federal money is followed by 
Federal control. These proposals include— 
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1. Federal regulation of the weight and length of trucks using highways ; high- 
ways that are the property of State governments. 

2. Federal exercise of the right of eminent domain and Federal control of 
access and ingress on interstate highways. 

3. Federal regulation of hours and wages of those engaged in highway construc- 
tion. 

It could well be that these are but opening wedges and that the long-run result 
of an expansion in Federal highway financing would be to convert our major 
highway system into, for all practical purposes, a Federal highway system. 

One of the major issues with respect to H. R. 9075 appears to be whether 
or not it provides an equitable apportionment of costs between various classes 
of users. Our position in this connection is that “trucks should bear their 
fair share of the costs of building and maintaining highways adequate to their 
use, as determined through study and research.” It is difficult enough to do 
this objectively when an analysis of this is made on a State basis. But we 
suggest it is almost impossible when this analysis must be made on both a 
State and national basis. - 

We do wish to recommend that no provision be made which would establish 
any precedent for the imposition of Federal truck registration fees or Federal 
ton-mile taxes. This would constitute a major obstacle to efficient marketing 
of farm products. 

F.nally, we wish to point out that the proposed increases in excise taxes 
at this time will bear with particular severity on farmers and will result in 
a further reduction of net farm incomes. Farmers are heavy users of highway 
transportation. All of the products used in farm production—fertilizers, farm 
niachinery, gasoline, feed, etc.—are transported by highway for short or long 
distances. All farm products travel over highways hy truck, for short distances 
or long distances, on their way to market. Increases in excise taxes, even 
though paid by transportation agencies, are reflected in truck transportation 
rates and in the case of farm products or farm production supplies are actually 
paid by farmers. 

During 1956 two new taxes are being paid by farmers, first, a social-security 
tax on many farmworkers not heretofore covered, and second, social-security taxes 
on farm operators’ incomes. Irrespective of whether or not these are desirable 
measures, it is nevertheless a fact that in 1956 these two taxes will be paid for 
the first time by farmers and will have a significant impact upon farm net in- 
comes in 1956 and subsequent years. The Highway Revenue Act of 1956 would 
establish another new tax which would be paid, both directly and indirectly, 
by farmers in substantial measure and which will inevitably have a significant 
adverse affect upon net farm incomes. 

The opportunity of presenting the views of the American Farm Bureau Feder- 
ation on this issue is sincerely appreciated. 


THE NATIONAL GRANGE, 


WASHINGTON, D. C., February 20, 1956. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Cooper: A statement expressing the views of 11 national 
groups on the urgent need for an expanded highway program with increased 
participation by the Federal Government was transmitted to Members of the 
Congress under date of January 24, 1956. One sentence of this statement read, 
“We will support legislation designed to raise such additional revenue as may be 
necessary to achieve an expanded highway program, provided such tax legislation 
is equitably applied so as not to place an undue burden on any segment of high- 
way transportation.” 

As highway users, we are keenly aware of the tax burdens already borne by 
the motor-vehicle owner, at both the State and Federal levels. We are also 
aware that highway users are contributing to the general funds of the Federal 
Government in Federal automotive excise taxes in the annual amount of $2.8 
billion. 

On February 6, 1956, a bill (H. R. 9075, to be cited as the Highway Revenue 
Act of 1956) was introduced by the Honorable Hale Boggs, Member of Congress 
from Louisiana, proposing increases in the taxes on gasoline, diesel, and other 
fuels, tires, new trucks, buses, and truck trailers, and camelback for a 15-year 
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period to finance the proposed expanded highway program. The provisions of 
H. R. 9075, it is conservatively estimated, will increase taxes upon the highway 
users by $12 billion over the 15-year period, in addition to the $25.5 billion from 
these same tax sources under present rates. 

We recognize that it is the responsibility of the Congress to determine the 
amount of money and the tax rates needed to enable the Federal Government to 
participate in meeting the highway emergency. Under a pay-as-you-go plan, 
Congress will be in a position to review periodically, as needed, the expanded 
highway program. This will keep revenues in line with costs. It appears that 
the amount of revenue to be provided under the Boggs bill would be more than 
adequate to get the program well on its way. 

Each of our groups will cooperate with the Ways and Means Committee to 
help develop suitable legislation. We expect to support the committee decision 
unless it seems to place an undue burden on some given segment of highway 
transportation. 

We do this in full recognition that as representatives of and suppliers to 
millions of owners of passenger Cars, trucks, and buses, our members will be 
best served by such action, because the expanded Federal program will save 
thousands of lives and greatly reduce transportation costs. 

Respectfully yeurs, 

Joseph M, Creed, Counsel, American Bakers Association; Robert C. 
Hibben, Executive Secretary, International Association of Ice 
Cream Manufacturers ; Benjamin F. Castle, Executive Vice Presi- 
dent, Milk Industry Foundation; Arthur M. Hill, President, 
National Association of Motor Bus Operators; Herschel D. New- 
som, Master, National Grange: P. M. Talbott, President, National 
Retail Dry Goods Association; Warren B. Bledsoe, President, 
National Rural Letter Carriers’ Association; Vincent P. Ahearn, 
Executive Secretary, National Sand & Gravel Association; Ross 
R. Ormsby, President, Rubber Manufacturers Association ; John B. 
Hulse, Managing Director, Truck-Trailer Manufacturers Associa- 
tion; C. W. Kitchen, Executive Vice President, United Fresh Fruit 
& Vegetable Association. 


AUTOMOBILE MANUFACTURERS ASSOCIATION, 
Detroit 2, Mich., February 24, 1956. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representative, Washington, D. C. 

DrEAR CONGRESSMAN Cooper: Because our association does not feel qualified 
to comment on the specific new tax proposals to finance an expanded Federal 
highway program, we did not ask permission to testify during the hearings on 
H. R. 9075. 

We respectfully request, however, that this letter setting forth the general 
views of the automobile manufacturing industry on the Federal highway 
proposals be made a part of the committee record. 

Our industry is in wholehearted support of the projected $35 billion Federal 
highway program. As we stated last year in testimony before the Committee 
on Public Works, we believe the main issue is a simple one. 

Any growth in the national economy requires a similar growth in motor- 
vehicle transportation. Major segments of the rural and urban highway net- 
work—particularly on the Interstate Highway System—are incapable of handling 
further increases in traffic. A highway improvement program of the proposed 
magnitude is therefore indispensable to the future growth of the Nation’s 
economy, to the continued expansion of employment in the years ahead, and to 
further rise in real family income. 

We believe the needed growth in the national economy is an issue of such 
importance that it overshadows any question of what specific financing method 
is used in the Federal road program. 

We are confident that the committee will develop a reasonable and equitable 
fiscal plan and we pledge the support of the automobile industry to such a plan. 

Sincerely, 
JAMES J. NANCE, President. 
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Iowa Executive CHAMBER, 
Des Moines, February 21, 1956. 
Mr. Cooper, 
Chairman of Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Cooper: At the Chicago Conference of Governors in 1955, I proposed 
a compromise plan for the financing of interstate road systems. Please find 
enclosed several copies of the same. It appears to me that the Federal Govern- 
ment should expend more of the money now collected from the road users for 
construction of roads. You will note that for the first year only $250 million 
more will be spent for roads than is now advocated. Also please note that the 
Federal Government will have for the general fund $1,400 million or more each 
year for the first 5 years after the program is in effect. After that time the 
Federal Government should have sufficient funds to finance its general fund 
without calling upon the general road users to contribute to the same, except as 
set forth in the compromise proposal. 

I trust that you and your committee will give this plan your careful con- 
sideration. 

Very truly yours, 
Leo A. Horeca, 
Governor of Iowa. 


[All figures in millions] 
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PRESIDENT’S MESSAGE 


To the Congress of the United States: 


Our unity as a nation is sustained by free communication of thought 
and by easy transportation of people and goods. ‘The ceaseless flow 
of information throughout the Republic is matched by individual and 
commercial movement over a vast system of interconnected highways 
crisscrossing the country and joining at our national borders with 
friendly neighbors to the north and south. 

Together, the uniting forces of our communication and transporta- 
tion systems are dynamic elements in the very name we bear—United 
States. Without them, we would be a mere alliance of many separate 

arts. 

. The Nation’s highway system is a gigantic enterprise, one of our 
largest items of capital investment. Sematone have gone into its 
building. Three million three hundred and sixty-six thousand miles 
of road, traveled by 58 million motor vehicles, comprise it. The re- 
placement cost of its drainage and bridge and tunnel works is incal- 
culable. One in every seven Americans gains his livelihood and sup- 
ports his family out of it. But, in large part, the network is inade- 
quate for the Nation’s growing needs. 

In recognition of this, the governors in July of last year at my 
request began a study of both the problem and methods by which the 
Federal Government might assist the States in its solution. I ap- 
pointed in September the President’s Advisory Committee on a 
National Highway Program, headed by Lucius D. Clay, to work with 
the governors and to propose a plan of action for submission to the 
Congress. At the same time, a committee representing departments 
and agencies of the National Government was organized to conduct 
studies coordinated with the other two groups. 

three were confronted with inescapable evidence that action, 
comprehensive and quick and forward-looking, is needed. 

First. Each year, more than 36,000 people are killed and more than 
a million injured on the highways. To the home where the tragic 
aftermath of an accident on an unsafe road is a gap in the family circle, 
the monetary worth of preventing that death cannot be reckoned. 


But reliable estimates place the measurable economic cost of the high- 
way accident toll to the Nation at more than $4.3 billion a year. 
Second. The physien’ condition of the present road net increases 


the cost of vehicle operation, according to many estimates, by as much 
as 1 cent per mile of vehicle travel. At the present rate of travel, 
this totals more than $5 billion a year. The cost is not borne by the 
individual vehicle operator alone. It pyramids into higher expense 
of doing the Nation’s business. Increased highway transportation 
costs, passed on through each step in the distribution of goods, are 
paid ultimately by the individual consumer. 
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Third. In case of an atomic attack on our key cities, the road net 
must permit quick evacuation of target areas, mobilization of defense 
forces, and maintenance of every essential economic function. But 
the present system in critical areas would be the breeder of a deadly 
congestion within hours of an attack. 

Fourth. Our gross national product, about $357 billion in 1954, is 
estimated to reach over $500 billion in 1965 when our population will 
exceed 180 million and, according to other estimates, will travel in 
81 million vehicles 814 billion vehicle-miles that year. Unless the 
present rate of highway improvement and development is increased 
existing traffic jams only faintly foreshadow those of 10 years hence. 

To correct these deficiencies is an obligation of government at every 
level. ‘The highway system is a public enterprise. As the owner and 
operator, the various levels of government have a responsibility for 
management that promotes the economy of the Nation and properly 
serves the individual user. In the case of the Federal Government, 
moreover, expenditures on a highway program are a return to the 
highway user of the taxes which he pays in connection with his use of 
the highways. 

Congress has recognized the national interest in the principal roads 
by authorizing two Federal-aid systems, selected cooperatively by the 
States, local units, and the Bureau of Public Roads. 

The Federal-aid primary system as of July 1, 1954, consisted of 
234,407 miles, connecting all the principal cities, county seats, ports, 
manufacturing areas, and other traffic generating centers. 

In 1944 the Congress approved the Federal-aid secondary system, 
which on July 1, 1954, totaled 482,972 miles, referred to as farm-to- 
market roads—important feeders linking farms, factories, distribution 
outlets, and smaller communities with the primary system. 

Because some sections of the primary system, from the viewpoint 
of national interest, are more important than others, the Congress in 
1944 authorized the selection of a special network, not to exceed 40,000 
miles in length, which would connect by routes, as direct as practi- 
cable, the principal metropolitan areas, cities, and industrial centers, 
serve the national defense, and connect ‘with routes of continental im- 
portance in the Dominion ‘of Canada and the Republie of Mexico. 

This national system of interstate highways, although it embraces 
only 1.2 percent of total road mileage, joins 42 State capital cities and 
90 percent of all cities over 50,000 population. It carries more than 
a seventh of all traffic, a fifth of the rural traffic, serves 65 percent of 
the urban and 45 percent of the rural population. Approximately 
37,600 miles have been designated to date. This system and its mile- 
age are presently included within the Federal-aid primary system. 

In addition to these systems, the Federal Government has the 
principal, and in many cases the sole, responsibility for roads that 
cross or provide access to federally owned land—more than one-fifth 
the Nation’s area. 

Of all these, the interstate system must be given top priority in 
construction planning. But at the current rate of development, the 
interstate network would not reach even a reasonable level of extent 
and efficiency in half a century. State highway departments cannot 
effectively meet the need. Adequate right-of-way to assure control 
of access, grade separation structures, relocation and realinement of 
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present highways—all these, done on the necessary scale within an 
integrated system, exceed their collective capacity. 

If we have a congested and unsafe and inadequate system, how 
then can we improve it so that 10 years from now it will be fitted to 
the Nation’s requirements? 

A realistic answer must be based on a study of all phases of highway 
financing, including a study of the costs of completing the several 
systems of highways, made by the Bureau of Public Roads in coopera- 
tion with the State highway departments and local units of govern- 
ment. This study, made at the direction of the 83d Congress in the 
1954 Federal-aid Highway Act, is the most comprehensive of its kind 
ever undertaken. 

Its estimates of need show that a 10-year construction program to 
modernize all our roads and streets will require expenditure of $101 
billion by all levels of Government. 

The preliminary 10-year totals of needs by road systems are: 

Billions 
Interstate: (asben Sth, rare Sid tities 2 io ob oo lle $23 


Federal-aid primary (urban $10, rural $20 billion) 
Federal-aid secondary (entirely rural) 


Subtotal of Federal-aid systems (urban $21, rural $47 billion) 
Other roads and streets (urban $16, rural $17 billion) 


Total of needs (urban $37, rural $64 billion) 


The Governors’ Conference and the President’s Advisory Committee 
are agreed that the Federal share of the needed construction program 
should be about 30 percent of the total, leaving to State and local 


units responsibility to finance the remainder. 

The obvious responsibility to be accepted by the Federal Govern- 
ment, in addition to the existing Federal interest in our 3,366,000-mile 
network of highways, is the development of the interstate system with 
its most essential urban arterial connections. 

In its report, the Advisory Committee recommends: 

1. That the Federal Government assume principal responsibility for 
the cost of a modern interstate network to be completed by 1964 to 
include the most essential urban arterial connections; at an annual 
average cost of $2.5 billion for the 10-year period. 

2. That Federal contributions to primary and secondary road 
systems, now at the rate authorized by the 1954 act of approximately 
$525 million annually, be continued. 

3. That Federal funds for that portion of the Federal-aid systems in 
urban areas not on the interstate system, now approximately $75 
million annually, be continued. 

4. That Federal funds for forest highways be continued at the 
present $22.5 million per year rate. 

Under these proposals, the total Federal expenditures through the 
10-year period would be: 

Billions 
Interstate system 
Federal-aid primary and secondary 
Federal-aid urban 
Forest highways 
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The extension of necessary highways in the Territories and highway 
maintenance and improvement in National Parks, on Indian lands and 
on other public lands of the United States will continue to be treated 
in the budget for these particular subjects. 

A sound Federal highway program, I believe, can and should stand 
on its own feet, with highway users providing the total dollars neces- 
sary for improvement and new construction. Financing of inter- 
state and Federal-aid systems should be based on the planned use of 
increasing revenues from present gas and diesel oil taxes, augmented in 
limited instances with tolls. 

I am inclined to the view that it is sounder to finance this program 
by special bond issues, to be paid off by the above-mentioned revenues 
which will be collected during the useful life of the roads and pledged 
to this purpose, rather than by an increase in general revenue 
obligations. 

At this time, I am forwarding for use by the Congress in its delibera- 
tions the report to the President made by the President’s Advisory 
Committee on a National Highway Program. This study of the 
entire highway traffic problem and presentation of a detailed solution 
for its remedy is an analytical review of the major elements in a most 
complex situation. In addition, the Congress will have available the 
study made by the Bureau of Public Roads at the direction of the 83d 
Congress. 

These two documents together constitute a most exhaustive exami- 
nation of the national highway system, its problems and their remedies. 
Inescapably, the vastness of the highway enterprise fosters varieties 
of proposals which must be resolved into a national highway pattern. 


The two reports, however, should generate recognition of the urgency 
that presses upon us; approval of a general program that will give 
us a modern safe highway system; realization of the rewards for 
prompt and comprehensive action. They provide a solid foundation 
for a sound program. 


Dwicut D. EIsENHOWER. 
Tue Waite Hovussz, 


Feburary 22, 1958. 
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LETTER OF SUBMITTAL 


The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The plan submitted herewith, for modern- 
izing America’s road and street network was prepared in response to 
your request of September 7, 1954, to the Advisory Committee on a 
National Highway Program. 

The Committee has received a great deal of factual data, docu- 
menting the urgent need to improve our highways as quickly as 
possible, to prevent tragic and costly accidents, to serve the national 
defense, and to provide facilities essential to our growing population 
and economy. As you stated to the governors’ conference on July 12, 
1954, through Vice President Nixon, our road network is inadequate 
and obsolete, and its improvement calls for immediate and earnest 
attention. 

So far as availability of materials, contracting capacity, personnel, 
and administrative machinery are concerned, the doubling of our pres- 
ent road construction program, which the studies indicate as a mag- 
nitude of need is entirely feasible. A difficult problem, of course, is 
finance, a responsibility shared by all levels of government. The Com- 
mittee is confident that if the Federal Government, as proposed 
herein, increases its share of the total construction program to about 
30 percent of the total, the States and local units of government also 
will correspondingly step up to this challenge. 

The plan recommends authorization by the Congress of long-term 
financing, with existing Federal aid continued and additional funds 
concentrated for 10 years on modernizing the key 40,000-mile national 
system of interstate highways. It would, in effect, be a self-liquidating 
program since the funds to be capitalized would be equivalent to the 
revenues anticipated from Federal taxes on gasoline and lubricating 
oils. It will achieve our objective while entailing no increase in either 
the Federal tax rates on these items or the national debt limit. 

Early in 1955 the Bureau of Public Roads, pursuant to a directive 
of the Congress, will submit a comprehensive report on its current 
study of highway needs and financing. The estimates used by this 
Committee have been based upon preliminary tabulations of data by 
the Bureau, and hence no major inconsistencies are anticipated. 

Acknowledgment is made to the governors’ conference, for counsel 
and suggestions; to the interagency committee, reflecting the views 
of various departments of the Federal Government, and to more than 
a score of organizations whose representatives gave useful information 
and assistance. The Committee’s special thanks are due the Bureau 
of Public Roads, whose capable personnel and resources were indis- 
pensable, and to a small group of consultants who worked inde- 
fatigably in the preparation of this report. 

Respectfully submitted. 

Lucius D. Cuay, Chairman. 
SterHeN D. Becuret. 
Davin Beck. 

S. Stoan Co tr. 

Witiram A. Roserts. 
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


1. A safe and efficient highway network is essential to America’s 
military and civil defense, and to the economy. The existing system 
is inadequate for both current and future needs. It must be improved 
to meet urgent requirements of a growing population and an expanding 
economy. 

2. Total construction needs of all highway systems during the next 
10 years are estimated at $101 billion, including completion to modern 
standards of the 37,600 miles of the presently designated national 
system of interstate highways. The present program if continued 
unchanged would make available for highways during that period 
approximately $47 billion, leaving a gap of $54 billion. 

3. The Committee concurs with the governors’ conference in recom- 
mending to the President that the Federal share of this needed con- 
struction program be increased to about 30 percent of the total, with 
States, cities, counties, and other agencies remaining responsible for 
financing the remaining 70 percent. 

4. The interstate network is preponderantly national in scope and 
function. Modernization of the presently designated system in 10 
years, together with the most necessary urban-connecting arterials, is 
estimated to cost $27 billion. It is recommended that State and local 
participation be $2 billion of this amount, which would continue the 
present responsibility of the States for this system. 

5. Since roads are a capital asset, it is recommended that the 
Federal share of interstate construction be financed by bonds to be 
issued by a Federal highway corporation created for this purpose 
by the Congress. The cost of the interstate system improvement, 
together with the total authorized funds under the regular Federal-aid 
highway program to the States, would approximate the revenues which 
the Federal Government will derive from the motor vehicle fuel and 
lubricating oil taxes projected at the present rates. 

6. The Federal Highway Corporation should have a Board of Direc- 
tors to be composed of three citizens appointed by the President and 
confirmed by the Senate with the Secretaries of Treasury and Com- 
merce as ex Officio members. On matters involving highway locations, 
the Secretary of Defense would also serve as an ex officio member. 
The Commissioner of the Bureau of Public Roads would serve as 
Executive Director. The Board of the Corporation should be re- 
sponsible for the development of financial policy. It should serve 
when necessary as an appeals board to resolve major points of differ- 
ence between the Federal and State authorities which may arise under 
the program. 

7. Toll roads built to acceptable standards and meeting other re- 
quirements of the Corporation may be included as segments of the 
interstate system. However, toll financing is not a satisfactory 
solution to the full problem of network modernization. 

8. Appropriate credit should be given to those States in which ade- 
quate sections of the interstate system have been constructed by State 
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or toll financing provided the funds thus made available are used for 
further highway improvements. Moreover, States that elect to build 
further toll-road sections of the interstate system should be reimbursed 
for all costs other than financing, provided such funds are used for 
further highway improvement. Obviously, these funds would become 
available only after all other Federal funds had been matched as re- 
quired by law. 

9. It is recommended that traditional Federal aid to the States be 
continued in the amounts authorized by the Congress in 1954 with 
some adjustments in the amounts for urban areas, and Federal-do- 
main roads, omitting the interstate system authorization since this 
system is provided for in sections 4 and 5 above. 

10. In many States the modernization of highway-enabling laws is 
necessary, especially in connection with the acquisition of land for 
right-of-way, the control of access, and the closer integration of State, 
city, and county highway managements. States should be encouraged 
to revise existing statutes where needed to permit expeditious and 
economical completion of the program. Congress should provide for 
the use of the Federal right of eminent domain to acquire right-of-way 
for the interstate system where it is not feasible to obtain it through 
normal procedures under State law, and the State so requests. 





A 10-YEAR NATIONAL HIGHWAY PROGRAM 


Il. INTRODUCTION 


This report contains recommendations for translating into reality 
the concept of the President of the United States for a vastly expanded 
and strengthened national highway system. 

The concept was first presented in behalf of President Eisenhower 
at the governors’ conference on July 12, 1954, by Vice President Nixon. 
In that speech, using the President’s own notes, he conveyed to the 
governors the conviction that the Nation’s highway network is 
obsolete and inadequate. 

It is obsolete— 
the President’s note said— 
because in large part it just happened. It was governed in the beginning by 
terrain, existing Indian trails, cattle trails, arbitrary section lines. It was designed 
largely for local movement at low speeds of 1 or 2 horsepower. It has been 
adjusted, it is true, at intervals to meet metropolitan traffie gluts, transcontinental 
movement, and increased horsepower. But it has never been completely over- 
hauled or planned to satisfy the needs 10 years ahead. 

We can no longer afford to deal with the problem in that manner, the 
President pointed out. 

We live in a dramatic age of technical revolution through atomic power, and 
we should recognize the fact that the pace is far faster than the simpler revolutions 
of the past. It was a very long generation from the Watt steam engine to a 
practical locomotive. It was less than 9 years from the atomic bomb to the 
launching of an atomic-powered submarine. We have seen a revolutionary increase 
in opportunity, comfort, leisure, and productivity of the individual. 

Look at the prospects in population. In 1870, the population of the United 
States was 3834 million, and our population growth in the previous half century 
was one of the wonders of the world. In 1970, the population of the United States, 
it is estimated, will reach 200 million. It will grow in the next 16 years as much 
as the entire population of the United States was in 1870. 

In planning for that future, the President’s message pointed out, 
top priority must be given to transportation, and to health and 
efici iency in essential industries. ‘‘America is in an era,” he said, 

“when defensive and productive strength require the absolute best 
that we can have.” 

The President specifically called for ‘‘a grand plan for a properly 
articulated [highway] system that solves the problems of speedy, safe 
transcontinental travel—intercity transportation—access highways— 
and farm-to-farm movement—metropolitan area congestion—bottle- 
necks—and parking.” 

As a target, the President suggested an expenditure of $5 billion 
annually from all sources for the next 10 years, in addition to current, 
normal construction expenditures. “It will,’ he said, “‘pay off in 
economic growth * * * and we shall only have made a good start 
in the highways the country will need for a population of 200 million 
people.” 
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The President called attention to the severe penalties inflicted by 
inadequate roads and streets, particularly the loss of life and limb from 
accidents, the economic cost of congestion, and the clogging of our 
courts by cases having their origin in traffic. 


APPOINTMENT OF COMMITTEES 


In response to the invitation from the President to recommend 
cooperative action which might be taken to provide adequate high- 
ways, the governors by resolution authorized an inametiabe study 
and areport. A special seven-man highway committee was created, 
consisting of Govs. Walter J. Kohler, Jr., of Wisconsin; Frank J. 
Lausche, of Ohio; Howard Pyle, of Arizona; John Lodge, of Connecti- 
cut; Lawrence W. Wetherby, of Kentucky; Paul Patterson, of Oregon; 
and Allan Shivers, of Texas. Governor Kohler was named chairman 
of the committee, and Gov. Robert F. Kennon of Louisiana, 
chairman of the governors’ conference served automatically as an 
ex-officio member. 

An interagency committee within the Federal establishment also 
was set up to consider the matter from the standpoint of Federal] 
interest in roads and their financing. This group included representa- 
tives appointed by the Secretaries of Defense, Commerce, Agriculture, 
and Treasury, the Director of the Bureau of the Budget and the 
Chairman of the Council of Economic Advisers. 

On September 7, 1954, the appointment of the President’s Advisory 
Committee on a National Highway Program was announced. This 
Committee is composed of Lucius D. Clay, chairman of the board, 
Continental Can Co., Chairman; Stephen D. Bechtel, of San Fran- 
cisco, Calif., president, Bechtel Corp.; David Beck, of Seattle, Wash.., 
president, International Brotherhood of Teamsters; S. Sloan Colt, of 
New York, president, Bankers’ Trust Co.; and William A. Roberts, 
of Milwaukee, Wis., president, Allis Chalmers Manufacturing Co. 
The headquarters of this Committee were established in the ite 
House Executive Office Building. 

The Committee was requested by the President to study the prob- 
lem and report back to him, working in cooperation with the Special 
Highway Committee of the Governors’ Conference and with the 
Interagency Committee. To provide opportunity for all other inter- 
ested individuals and groups to present their views, public hearings 
were held by the President’s Advisory Committee in Washington. 
D. C. on October 7 and 8, at which 22 organizations associated with 
the highway problem made presentations with respect to financing 
and executing the proposed construction program. 


HELP RECEIVED BY COMMITTEE 


In reaching its conclusions and recommendations, the Committee 
has given full consideration te the several viewpoints expressed in 
these hearings. Helpful and constructive suggestions were received 
from many other groups, including the Federal agencies represented 
on the Interagency Committee. 

The Governors responded promptly and wholeheartedly to the 
President’s request for suggestions regarding the program, with the 
result that a special study was completed by their highways committee. 
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A carefully considered plan was submitted to President Eisenhower 
on December 3, 1954, by Governor Kennon, of Louisiana, chairman 
of the governors’ conference. The Committee has drawn heavily 
upon this report by the governors, and upon their wise counsel, in 
the formulation of the program recommended herein. 

The Committee has also drawn on the abundance of information 
and experience of the Federal Government departments and agencies 
and from private associations, organizations, State, city, and other 
units of government and individuals without whose help the Com- 
mittee could not have accomplished its work. 

Likewise, the Committee has sought out and been benefited by, the 
able advice and counsel of members of the congressional committees 
and their staffs who have long been associated with legislation de- 
signed to provide a highway program adequate for our Nation’s needs. 

Grateful acknowledgment must be made to these and others who 
have so capably and unselfishly aided the Committee’s work. 


Il. Tue Higuway System 
USE OF OUR HIGHWAYS 


Highway transportation in the United States is provided currently 
by approximately 48 million passenger cars, 10 million trucks, and a 
quarter of a million buses, operating on 3,348,000 miles of roads and 
streets, which is by far the most comprehensive public transportation 
network in the world. 

All forms of transportation are essential to the national economy, 
including waterways, railroads, airways, and pipelines and their con- 
tinued functioning as complementary services under equitable com- 
petitive conditions is important. Representatives of the railroads 
have pointed out to us the competitive threat represented by improved 
highway facilities and increasing truck haulage. However, this Com- 
mittee was created to consider the highway network, and other media 
of transportation do not fall within its province. This relationship 
between the several forms of transportation is under study by other 
Government agencies and special committees fully informed of these 
views. 

In relatively recent years, the motor vehicle has come to occupy a 
unique place in America, not only because it is a major unit of trans- 
portation, but also because it is an intimate and seemingly indispen- 
sable part of our daily life. The bread winner uses an automobile to 
get to work; the housewife to shop; children ride in a car or bus to 
school, and the entire family relies on the automobile for many social 
and recreational activities. Privately owned passenger cars now in 
service could transport the entire population of the Nation at one 
time—with seats to spare. 

The universal use of rubber-tired vehicles for transportation on a 
family-unit basis has resulted in the creation of large manufacturing, 
distributing and service industries. Highway transportation provides 
essential movement of people and goods; in addition, it has itself 
become a major element of the economy, generating directly or 
indirectly approximately one-seventh of all _— employment, and 
accounting for about 14 percent of the total gross national product; 
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One out of every six retail, wholesale, and service businesses is con- 
nected with motor vehicles. 

About 3 million miles, or 90 percent of the total, of the public roads 
carrying this traffic are rural highways, with the balance being streets 
inside municipalities. These figures have remained comparatively 
stable over the last two decades, increasing now at a very slight rate, 
because most construction of ‘‘new”’ roads actually is the replacement 
or betterment of existing facilities. A highway improvement program 
therefore is not designed to achieve ‘‘more’’ highways so much as it is 
to achieve ‘‘better’’ or “more adequate” ones. 


HIGHWAYS DIVIDED INTO SYSTEMS 


One of the principal characteristics of this road network is its 
classification into designated systems, for purposes of financing and 
management. Thus we have Federal-aid, State, county, township, 
and other systems, classified in accordance with the responsibility 
which those political jurisdictions have in the highway function. A 
street or road providing access to individual homes or farms obviously 
is of predominant local interest, whereas one linking together the 
principal population centers of a State is primarily of State and Federal 
concern. ‘Traffic tends to concentrate on rather limited mileages of 
highways, so that some of these highways are required to carry 
heavier volumes than others. 

With agriculture, industry, and our defense planning closely geared 
to motor transportation, Congress has recognized the national interest 
in a limited mileage of the principal roads by authorizing the designa- 
tion of two Federal-aid systems, selected cooperatively by the States, 
local governments, and the United States Bureau of Public Roads. 

In 1916 the basic Federal-Aid Highway Act provided for the sharin 
of highway construction costs between the States and the Federa 
Government, under standards mutually approved, and with the 
initiative retained by each State for choosing projects and carrying 
them out. The planning and development of the Federal-aid systems 
referred to above began in 1921. Federal funds share with State 
funds in costs of engineering, construction, and right-of-way acquisi- 
tion on the designated systems while other charges, such as mainte- 
nance and policing, are entirely borne by the States and local agencies. 
It is proposed to continue this well established and very effective 
partnership in the enlarged program recommended herein. 

The Federal-aid primary system as of July 1, 1954, consisted of 
234,407 miles, connecting all of the principal cities, county seats, 
ports, manufacturing areas, and other traffic generating areas. In 
general, these are at the same time the main State trunkline roads. 

In 1944, the Congress approved designation of the Federal-aid 
secondary system, which on July 1, 1954, totaled 482,972 miles 
commonly referred to as the farm-to-market system but which could 
equally be referred to as the market-to-farm system. It is composed 
of important feeder roads linking the farms, factories, distribution 
outlets, and smaller communities of our Nation with the primary 
system. 

Responsibility for construction of these two Federal-aid systems 
traditionally has been shared in approximately equal amounts by the 
Federal Government and the States, in accordance with an apportion- 
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One out of every six retail, wholesale, and service businesses is con- 
nected with motor vehicles. 

About 3 million miles, or 90 percent of the total, of the public roads 
carrying this traffic are rural highways, with the balance being streets 
inside municipalities. These figures have remained comparatively 
stable over the last two decades, increasing now at a very slight rate, 
because most construction of ‘‘new”’ roads actually is the replacement 
or betterment of existing facilities. A highway improvement program 
therefore is not designed to achieve ‘‘more’’ highways so much as it is 
to achieve “better’’ or ‘“‘more adequate”’ ones. 
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tion on the designated systems while other charges, such as mainte- 
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ment formula in which land area, road mileage, and population are 
factors. But some sections of the primary system are more important 
than others, from the viewpoint of the national interest. Conse- 
quently, in 1944 the Congress authorized the selection of a special 
network, not to exceed 40,000 miles in length, which in the language 
of the act would be so located as “to connect by routes, as direct as 
practicable, the principal metropolitan areas, cities, and industrial 
centers, to serve the national defense, and to connect at suitable 
border points with routes of continental importance in the Dominion 
of Canada and the Republic of Mexico.” 

The result was the creation of the national system of interstate 
highways embracing about 1.2 percent of total road mileage, joining 
42 State capital cities and 90 percent of all cites over 50,000 popula- 
tion. The interstate system carries more than a seventh of all 
traffic, one-fifth of the rural traffic, serves 65 percent of the urban 
and 45 percent of the rural population, and is the key network from 
the standpoint of Federal interest in productivity and national de- 
fense. Approximately 37,600 miles have been designated to date; 
the remaining 2,400 miles are reserved for future additions. This 
system and the mileage referred to are included within the Federal-aid 
primary system described above. 


CIVIL DEFENSE ASPECTS 


From the standpoint of civil defense, the capacity of the interstate 
highways to transport urban populations in an emergency is of utmost 
importance. Large-scale evacuation of cities would be needed in the 
event of A-bomb or H-bomb attack. The Federal Civil Defense 
Administrator has said the withdrawal task is the biggest problem 
ever faced in the world. It has been determined as a matter of Federal 
policy that at least 70 million people would have to be evacuated from 
target areas in case of threatened or actual enemy attack. No urban 
area in the country today has highway facilities equal to this task. 
The rapid improvement of the complete 40,000-mile interstate sys- 
tem, including the necessary urban connections thereto, is therefore 
vital as a civil-defense measure. Responsibility for selecting the high- 
way facilities needed for this defensive action has been delegated by 
Executive order to the Bureau of Public Roads. 


Ill. Wuy tHe System Is INADEQUATE 
THE TRAFFIC JAM 


Reduced to its simplest terms, the highway problem is this: Traffic 
has expanded sharply, without a corresponding expansion in capacity 
of roads and streets. As a result, a major portion of our facilities are 
seriously overcrowded. Moreover, this movement is faster and heavier 
than in previous years, and continues to increase. 

Simple arithmetic illustrates the dimensions of the task. We now 
have more than 58 million motor vehicles registered —one for every 700 
feet of every lane in both directions on all streets and highways in the 
Nation. This gigantic fleet traveled an estimated 557 billion vehicle 
miles in 1954, much of it concentrated on main arteries in urban areas 
which have become the expensive, hazardous bottlenecks referred to 
by the President. 
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The existing traffic jam is bad enough, but prospects for the future 
are even worse. Vehicle registrations are expected to continue their 
upward surge, reaching 81 million by 1965, an increase of 40 percent. 
Total highway travel of these 81 million vehicles will likewise continue 
to increase as we attempt to meet the transportation requirements of 
an expanding economy, probably to reach an estimated 814 billion 
vehicle-miles in 1965. 

This Committee believes that these forecasts, carefully projected 
on the basis of all available data, are soundly conservative and repre- 
sent the foundation upon which the Nation’s highway improvement 
programs should be planned. Our population is expected to exceed 
180 million by 1965. Our gross national product. which was about 
$357 billion in 1954, is estimated to reach $535 billion by 1965, an 
increase of almost 50 percent in the next decade, as recently reported 
by the Joint Congressional Committee on the Economic Report 


HIGHWAYS IN THE NATIONAL ECONOMY 


The governors’ report to the President pointed up sharply the im- 
portance of highways to the Nation’s future economy in these words: 


An adequate highway system is vital to the continued expansion of the economy. 
The projected figures for gross national product will not be realized if our highway 
plant continues to deteriorate. The relationship is, of course, reciprocal; an 
adequate highway network will facilitate the expansion of the economy which, ir 
turn, will facilitate the raising of revenues to finance the construction of highways. 


Prewar, we did not hesitate to spend on the improvement of our 


highways sums ranging from 1.1 to 1.7 percent of our gross national 


product. Today, the need for further improvement is greater than 
ever. The sums needed to accelerate the program may seem high: 
they are not high in terms of what we have done in the past in rela- 
tionship to our much larger and still growing gross national product. 

The increasing use of our highways contributes materially to the 

wth of our national product, since industry and employment 

irectly related to the highway transportation system and its by- 
products account for about one-seventh of its total value. 

Moreover, the improvement of our highway systems as recom- 
mended herein would reduce transportation costs to the public 
through reductions in vehicle operating costs competently estimated 
to average as much as a penny a mile. Based on present rates of 
travel, this saving alone would support the total cost of the accelerated 

rogram. It is further evidence of the desirability of undertaking 
Eahway improvement as a capital investment. 
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OUR HIGHWAYS DETERIORATE 


Vehicle registrations and travel mileages, enormous though they 
have been, do not fully disclose the constantly increasing demands on 
our highways. Increased weight of vehicles, higher average speeds, 
heavier axle loads have caused a serious deterioration of inadequately 
designed highways. 

The 4-year moratorium on construction imposed during World War 
II prevented both adequate maintenance and replacement, thus 
causing further deterioration. 

The shrinkage in the purchasing power of the road dollar has also 
contributed to our present situation. While dollar expenditures for 
road construction have increased in approximately the same ratio 
that their purchasing power has declined, the actual level of con- 
struction is not much higher than it was in 1940. 

Thus, our road improvement programs have failed to keep pace 
with a growth in traffic which requires far more capacity of our 
road plant. 

SAFETY 


In any consideration of road deficiencies, the safety factor must 
assume large importance. As President Eisenhower has said, we 
have an “annual death toll comparable to the casualties of a bloody 
and as stated by the 


9 


war, beyond calculation in dollar terms, 
governors’ report: 

A simple dollar standard will not measure the “savings” that might be secured 
if our highways were designed to promote maximum safety, so that lives were 
not lost and injuries sustained in accidents caused by unsafe highways. Various 
estimates have been made of the number or proportion of traffic deaths due to 
inadequate, unsafe highways; data do not exist to permit accurate evaluation 
of these estimates. But whatever the potential saving in life and limb may be, 
it lends special urgency to the designing and construction of an improved highway 
network. 

Replacement of the obsolete and dangerous highway facilities which 
contribute to this tragic condition w ith roads of modern design will 
substantially reduce this toll. The death rate on high-type, heavily 
traveled arteries with modern design, including control of access, is 
only a fourth to a half as high as it is on less adequate highways. 
The average motorist today will undoubtedly be surprised to learn 
that he pays considerably more for insurance to protect himself against 
accident costs than he pays in State fuel tax and license fees which 
supply almost the entire financial support for the streets and highways 
over which he operates. 
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OUR FIRST PENALTY OF AN OBSOLETE HIGHWAY NET IS AN ANNUAL 
DEATH TOLL COMPARABLE TO THE CASUALTIES OF A BLOODY WAR 
BEYOND CALCULATION IN DOLLAR TERMS 


VICE PRESIDENT NIXON, LAKE GEORGE,1954 
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PARKING 


It is generally recognized that offstreet parking for passenger cars 
and termini for buses and trucks are essential components of the high- 
way transportation picture. But, unlike public highways, these facili- 
ties are not argo provided by Federal or State Government, some 
being provided by private enterprise, some by municipalities, and 
some by both groups working together. While the Federal Govern- 
ment can serve an important role in basic research on this question, 
in the judgment of this Committee Federal funds should not be used 
for construction of offstreet parking facilities, or for the acquisition 
of land for such purposes. The Committee believes that progress in 
this field must continue without Federal funds, and that the States, 
where necessary, will meet their responsibility to provide enabling 
legislation whereby municipalities and other local political subdivi- 
sions can develop needed programs, in cooperation with the sizable 
private operations which have grown up in this important field. 


IV. Cost or MopERNIZATION 
HIGHWAY NEEDS STUDIES 


The Congress in the 1954 Federal-aid Highway Act directed the 
Secretary of Commerce to make a comprehensive study of all phases 
of highway financing, including a study of the costs of completing 
the several systems of highways, reporting to Congress not later 
than February 1955. The Bureau of Public Roads in the Depart- 
ment of Commerce made this study during 1954, in cooperation with 
the State highway departments and local units of government. It 
covered the estimated costs of completion of all roads and streets 
including toll roads, and is the most comprehensive study of its kind 
ever undertaken. The committee has obtained the essential data 
on highway needs developed from this study. 

To insure uniformity in the measurement of needs among the 
States, a manual was prepared by the Bureau which set forth the 
standards to be used in making the estimates of need. In the case 
of the interstate system, the estimates provided for building in 10 
years roads adequate for traffic of 1974, while for the other systems 
the estimates provided for the replacement or reconstruction of the 
portions that are now inadequate or are expected to become so during 
the 10-year period. The tabulated data thus obtained was provided 
to this Committee as preliminary totals. These studies are treated 
in much more detail in the Bureau’s own report being sent to the 
Congress. 

The estimates of the several States may vary, some tending to be 
lower in relation to actual needs, while others may be higher, The 
total estimates for the country as a whole, however, are the best 
available, and are accepted by the Committee as a measure of require- 
ments. They establish the target for nationwide estimates of plan- 
ning and financing; the actual expenditures for construction, of course, 
will be subject to the detailed specifications and other controls 
normally used. 
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Some of the individual States in recent years have undertaken special 
studies to measure their future needs in terms of the anticipated 
demands of traffic, and the results of those studies tend to substantiate 
the fundamental validity of the nationwide estimates referred to above 
which have been furnished to the Committee. None of these studies 
would have been possible without the vast storehouse of data accu- 
mulated and analyzed through the continuing highway planning sur- 
veys conducted over the last two decades by the State highway de- 
peer in cooperation with the United States Bureau of Public 
toads. 

The estimates of need show that a 10-year construction program to 
modernize all of our roads and streets will require expenditure of $101 
billion. This figure cannot properly be compared with any previous 
estimate of the Nation’s road needs Vietuads none has ever before been 
made on the same basis. Earlier estimates producing figures of about 
half the present amount were based on traffic conditions and road 
deficiencies which existed at the time of the studies. In this latest 
survey, however, traffic volumes expected to be reached in 10 to 20 
years from completion of the systems have been used, producing a 
much more realistic determination of the requirements to be met 
during the reasonable life of the improvement. For example, an 
estimate made for the interstate system in 1948 without any regard 
for the future requirements caused by further growth already is 
obsolete because of a 40 percent increase in travel since that time. 

The preliminary 10-year totals of needs by road systems are: 








Billions 
Interstate system (urban $11, rural $12 billion) _..._..-_-...-.---------- $23 
Federal-aid psimary (urban $10, rural $20 billion) _....._-..-.-----_---- 30 
Federal-aid secondary (rural) _.............-..-.-_.-----------.------- 15 

Subtotal, Federal-aid systems (urban $21, rural $47 billion) -_---_-_- 68 
Other roads and streets (urban $16, rural $17 billion)_...._.__....-----_- 33 
Total of needs (urban $37, rural $64 billion)......_...._...__--_- 101 


CONTROLLED ACCESS HIGHWAYS 


The interstate system which carries the top national economic and 
defense priority is planned for completion in 10 years. One of its 
principal features is provision for adequate right-of-way to permit 
control of access to the highway itself. Otherwise, experience shows 
that the facility becomes prematurely obsolete due to developments 
crowding against the roadway which made it unfit for the purposes 
for which it was designed. Control of access to the degree required 
by traffic conditions is essential to the protection of life and property. 
It is also essential to preserve the capacity of the highway. So far 
as the investment of funds in major roads is concerned, provision for 
control of access to the extent required by traffic is fundamental. 
It assures that roads financed by the sale of bonds will still be serving 
efficiently when the bonds mature at a future date. Even though 
control of access may not be essential to a particular section of road 
at the time of construction, provision should be made for future con- 
trol, when it becomes necessary. 

Present highway inadequacy results in part from the need to re- 
place highways which have become unsafe and limited in capacity 
because of unlimited and uncontrolled access. We must not repeat 
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such costly mistakes in the large investments which must be made 
now. 

State highway departments cannot meet the need for this type of 
facility. At the current rate of improvement, the interstate network 
would not reach even a tolerable level of efficiency in half a century. 
It is clearly necessary in the national interest to accelerate the program. 

Under the standards used in developing the program, approximately 
7,000 miles of the interstate system when completed to 1974 standards 
would remain 2-lane highways, but large sections would become 4, 
and in some cases 6- and 8-lane facilities to meet anticipated traffic 
volumes. 

Additional grade separation structures also will be required at many 
points on the System to carry intersec ting routes over or under the 
main route, and traffic will be brought onto and taken off the highway 
at selected points with maximum safety, The capacity of the road will 
thus be permanently preserved, and, where necessary, adjacent service 
roads will be built to serve local traffic needs. The Skane esti- 
mated cost of modernizing the presently designated interstate mileage 
on this basis in 10 years is $23 billion. 

In constructing a controlled access system, care must be exercised to 
insure that traditional free enterprise is promoted and that no monop- 
olistic tendencies develop in the provision of needed facilities to service 
the highway user with food, lodging, vehicle fuel, and similar needs 
This is a problem which requires careful thought and planning not 
only by Federal and State Governments but also by private ind: wei 
serving the highways so that equitable plans may be developed t 
‘ocal requirements into account. 


ng 


On a considerable portion of the interstate network (especially in 
urban and suburban areas) it will be more economical to eee than 
to acquire the additional land necessary to permit control of access 
Realinement of the highway to eliminate sharp curves will be required 
in some sections and changes in location to reduce mileage between 
terminal points will be required in others. 


TOLL ROADS ON INTERSTATE SYSTEM 


Some States have utilized the toll aan of financing to provi 
adequate sections on the interstate system. Therefore, our C: 
has given careful consideration to this iathina of financ 
December 1, 1954, 7 States have 988 miles of toll road 
which parallel or élencide with the interstate syste 
construction cost of these toll roads was $1.1 billion. ! 
miles, presently under construction or financed, also coincide 
interstate system. These routes, to cost $1.9 billion upon com 
lie in 9 States, 4 of which have toll roads already in operation 
Agencies have been set up in 17 States and authorized t 
plan nearly 4,000 more miles of toll roads which would aie ide a 
the interstate system. Estimated cost of these authorized toll r 
is put at $4.3 billion. However, recent studies disclosed that the 
4.000 miles at least 914 miles, costing $991 million, do not appear 
economically feasible. 
Thirteen States have proposed, but not yet authorized, another 
3,500 miles of toll roads which would coincide with u 
system. Available estimates set the cost of these proposals at 
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billion. Investigations to date on a portion of the 3,500 miles proposed 
have disclosed that at least 240 miles, costing $200 million, would not 
be financially feasible. 

In summary, 5,242 miles of toll roads in operation, under construc- 
tion, financed, or authorized, either parallel or coincide with the inter- 
state system in 23 States. This mileage does not include those 
proposed projects found not to be feasible. Additional proposals in 
these States and in 5 more States, excluding projects found eco- 
nomically unfavorable, bring the total of present and potential toll 
routes coinciding with the interstate system to 8,527 miles. 

Thus, it seems clear that while toll financing on a sound financial 
basis can meet the needs of a limited portion of the system, it cannot 
support the cost for the system as a whole. It is obvious, of course, 
that existing toll roads must be protected in their appeal to traffic. 

However, our Committee feels strongly that the Federal Govern- 
ment should not enter into toll-road construction nor provide funds 
for deficit financing of otherwise non-self-supporting projects. It 
feels equally strongly that this is a question to be resolved by State 
governments. Since the national interest is an adequate highway 
system, sound toll projects which fit into the system are worthy of 
consideration by the States, as discussed later in the report. 

The Committee believes that major structures such as bridges and 
tunnels should be financed from tolls to the extent feasible financially. 
It would leave this determination to the judgments of the States as 
approved by the Federal Highway Corporation. It does not recom- 
mend credit being given for the cost of such structures financed by 
separate toll charges as compared with lesser structures considered 
and financed as integral parts of the highway. 

About half of the States have provided for meeting their interstate 
system needs through construction of expressways and freeways of 
design standards equaling or exceeding those of the toll-financed 
roads, without imposition of tolls, paying for the facilities from current 
revenues or bond issues of the State amortized principally from 
gasoline taxes and license fees. The amount of progress made by 
this method is about the same as through tolls. 

However, neither State nor toll-road financing separately or jointl 
will suffice to finance the interstate system as it should be couarutted, 
and therefore the requisite funds must be found elsewhere. 


ADDITIONAL URBAN FEEDER ROUTES NEEDED 


Further to render the interstate system fully effective, it must be 
tied in much more closely with existing roads in congested areas. 
This will require provision for the major feeder and distribution 
routes which at present are not included within any of the Federal- 
aid systems. Since complete data were not available from the Bureau 
of Public Roads on this particular point from the current needs study, 
the Committee arranged for special examination of this feature in 
several representative metropolitan communities, including a review 
of cost estimates involved. The examination disclosed that a desir- 
able improvement program for the interstate network should include 
certain of these urban arterials. Accordingly, the Committee in its 
appraisal of needs has included $4 billion as an amount to be assigned 
for this work over a 10-year period. This is intended to provide only 
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for the most important connecting roads and is not intended to meet 
the total needs in this category. 


FEDERAL DOMAIN ROADS 


The Federal Government has the primary, and in many cases, the 
sole responsibility for building roads to cross or provide access to 
federally owned fied, the area of which aggregates more than one- 
fifth of the Nation’s total area. In a few cases, States have themselves 
provided funds to improve these connections across Federal land areas 
in order to furnish continuity for one of their own main routes. In 
any estimate of needs for highways to be financed from Federal funds, 
it is necessary therefore to include the cost of such roads within the 
Federal domain. 

These roads are located in the national forests and parks, Indian 
reservations, national monuments, and other public lands. While 
the majority of these road needs are in the Western States, there are 
also such areas in most of the 48 States, Alaska, Puerto Rico, Hawaii, 
and the District of Columbia. Many of these roads provide access 
within our national recreational areas, and serve to generate a con- 
siderable portion of the vehicle-travel mileages on which Federal and 
State fuel-tax revenues are dependent. 


SOURCES OF FUNDS FOR HIGHWAYS - 1954 
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SIZE OF PROGRAM REQUIRED 


To what extent will the highway needs of the country—Federal, 
State, and local—be met if the present program is continued? Allow- 
ing for anticipated growth in vehicle registration and usage, the exist- 
ing tax structure and other highway-revenue sources, there would be 
available for construction during the next 10 years a total of $47 
billion. As indicated in the tabulation on page 18, the total estimated 
needs on all systems for that period will be $101 billion. The gap is 
therefore $54 billion. 

This then is the deficiency in the roads program—documenting in 
dollars the goal toward which we must work, as the President has said, 
if highway transportation is to perform its vital job in an expanding 
economy. An enlarged construction program is essential on all sys- 
tems of roads—local, State, and Federal. President Eisenhower 
underscored its urgency and its justification when he said: 


It will pay off in economic growth * * * and we shall only have made a good 
start in the highways the country will need— 


in the years just ahead. 


V. A Financine PrRoGRAM 
THE FEDERAL SHARE 


The responsibility for financing road and street construction in the 
United States is shared by Federal, State, and local governments, with 
the States and local governments assuming the major portion. If the 
recommendations of this Committee are accepted, the Federal portion 
of the cost for this $101 billion of needed highways would be about 30 
percent of the total, leaving to State and local units of government the 
responsibility to finance the remaining 70 oe: 

The additional responsibility accepted by the Federal Government 
in this program is for the development of the interstate system to- 
gether with its essential urban arterial connections. The existing 
Federal interest in our 3,348,000-mile network of highways remains 
unchanged. 

This interest as expressed in the Federal Highway Act of 1916 in its 
presently amended form authorizes Federal contributions of $315 mil- 
lion to the primary system, $210 million to the secondary system, and 
certain amounts to urban routes and to routes on public lands. 

The committee believes these contributions are essential to a bal- 
anced program. The funds now authorized for urban routes could be 
reduced to $75 million per year, because much of the work to be done 
with these funds as previously authorized is within the interstate 
system. Forest-highway funds in the amount of $22.5 million per 
year should be continued. 


CveTcCR OAL INTERSTATE HIGHWAYS —- RURAL 
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The amount of the continuing annual Federal-aid program over 
and above the ee of the interstate system which we recom- 
mend is tabulated herewith: 


Federal-aid primary system 

Federal-aid secondary system 

Urban extensions of these 2 Federal-aid systems into cities not on the 
interstate system 

Forest-highway system 


Specifically, we recommend: 

1. That the Federal Government assume primary responsibility for 
the cost of a modern interstate network to be completed by 1964 to 
include the most essential urban arterial connections; at an annual 
average cost of $2.5 billion for the 10-year period. 

2. That Federal contributions to primary and secondary road sys- 
tems be continued at the rates authorized by the 1954 act; approxi- 
mately $525 million annually. 

3. That Federal funds continue to be made available at approxi- 
mately the present rate of expenditure for those portions of the 
Federal-aid primary and secondary systems in urban areas not on the 
interstate system; approximately $75 million annually. 

4. That Federal funds for forest highways be continued, at the 
present $22.5 million per year rate. Funds for improvement of the 
other public-land roads within the public domain should be contained 
in the budgets of the Federal agencies responsible for the administra- 
tion of these lands as mentioned above but with the funds themselves 
transferred to the Bureau of Public Roads for expenditure as done 
at present. These funds presently are at the rate of $58.5 million 
annually. 


Proposed 10-year national highway program financing 
{In bilhons] 


Estimated 10-year needs | Proposed financial responsibility 


His | pop |g 

way an 

Urban Total |G orpora- F . eral govern- Total 
tion 


Interstate: 
_ __.., ERORESEAES, apt: Serks 
Extended 

Federal-aid primary-_....__.-.-- 


Subtotal, Federal sys- 

SRA eee edacke ‘ec 
Other rural roads 
Other city streets 





Total, all systems 


: eet by $0.75 billion and $0.23 billion taken up by Federal-aid urban‘and forest-highway funds, 
ui ve, 
3 Included Federal-aid primary. 
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STATE AND LOCAL PARTICIPATION 


The Committee is of the view that the traditional requirement for 
local financial participation is sound and should continue. It was 
pleased to find that the governors’ conference was of the same view. 
The Committee recommends no change in the matching requirements 
as presently fixed except for the interstate system and the connecting 
routes included in the $27 billion program. In the accelerated pro- 
gram, the States would be expected to contribute annually the amount 
they are required to contribute now to obtain funds from the $175 
million made available to the interstate system by the Federal Gov- 
ernment. The cities would be expected to participate to the same 
degree. This would make the cost of the 10-year program to the 
Federal Government about $25 billion. 


PURCHASE OF EQUITY INTEREST IN EXISTING ROADS 


Some States have already constructed sections of the interstate 
system to the required standards with either State or toll financing 
and others are proceeding along similar lines. Such construction 
should not be discouraged by this report since our goal is maximum 
highway improvement. Those States in which sections of the inter- 
state system have been provided to meet the presently established 
standards for the completed system should receive appropriate credit, 
provided such funds are used to improve other roads on established 
Federal-aid systems or as may be approved by the Federal Govern- 
ment and all other Federal funds for highway purposes have been 
matched as required. No funds should be made available as a credit 
for toll roads unless the returns from tolls above financing require- 
oe are used exclusively for road construction as contemplated 
above. 

To limit the Federal liability, credit for roads built between 1947 
and 1951 should be limited not only to those sections fully meeting 
the new standards but also to a maximum of 40 percent of costs other 
than financing. The credit for those roads completed prior to the 
calendar year 1955 should be limited to 70 percent of such costs. 
In no instance would credit be given for Federal funds expended on 
the road or for toll roads in excess of remaining amortization. Roads 
built at a later date should be credited at full cost. 

The funds thus made available to the States will not only encourage 
matching of available funds but will also make possible accelerated 
improvement of primary, secondary, and other roads, and will encour- 
age local financing of interstate mileage to make funds available for 
other roads without increasing total Federal responsibility. They 
will be paid to the States only as required to meet the costs of projects 
approved for construction and, it thus appears, would provide a major 
incentive to the highway improvement program as a whole. 
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A FEDERAL HIGHWAY CORPORATION 


The Committee finds it feasible to finance the needed improvements 
on the interstate network through a capitalization of appropriated 
funds in accordance with accepted financial principles, creating for 
this purpose a Federal Highway Corporation as an independent 
agency of the Government. 

In the expenditure of funds provided for the interstate system, the 
Committee recommends that Congress provide legislation to guide 
the Corporation in allocating such funds in a manner which would 
reflect the needs of the system in the respective States as jointly 
determined by the Commissioner of Public Roads and the States, and 
finally certified by the Commissioner of Public Roads. 

To accomplish its purposes, the Federal Highway Corporation 
should be empowered by the Congress among other things to issue 
bonds and utilize the proceeds therefrom for the following purposes: 

1. For payments by the Corporation to the States of the cost of 
constructing projects on the interstate system and approved arterial 
connecting routes in urban areas; or payments of the cost of such 
bon undertaken by the Federal Government in the Federal 

omain; 

2. To establish an appropriate credit to a State which has built 
subsequent to the date of designation of the interstate system or does 
build within the period 1955-64 with State funds, or funds of an 
agency under State highway department control, sections of the 
interstate system, toll or nontoll, in conformance with the prescribed 
design standards and other requirements which may be established 
by the Congress and the Corporation; 

3. For necessary costs of administration, research, planning, and 
other purposes as authorized by the Congress; 

4. To establish an advance revolving fund, if requested by any 
State highway department, to enable it to prosecute the program 
pending receipt of any payments described above. 

Consideration might be given to authorizing the Corporation at the 
request of a State, to receive funds to be made available annually 
by the State to extend its bond issue thus capitalizing for the State 
its proposed annual expenditures on the interstate system. This 
might be helpful in those States with income insufficient to meet 
their matching requirements. It would require agreement as to 
rate of interest, security, and charges made by the Corporation for this 
service. Such agreement should be made only with the approval of 
the Treasury and then, only if possible without affecting the market- 
ability and cost of the bond issue. 


BOND ISSUES 


The Corporation should be authorized to issue bonds, in an amount 
sufficient to meet its share of the costs to complete the interstate 
system during a construction period of 10 years, with maturity 
schedules, interest rates and other conditions determined by the 
Corporation with the approval of the Secretary of the Treasury. 
Similar authority would extend to issuance of other bonds under one 
of the State participating proposals referred to above. The bonds 
would be fully taxable. 
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The obligations of the Federal Highway Corporation issued for 
interstate system improvements should be secured by a contract 
between the Corporation and the Treasury Department under the 
terms of which, it should be provided that the Corporation will receive 
certain specified amounts annually as authorized by the Congress, 
always sufficient to meet its obligations. It is estimated that these 
amounts plus those proposed herein for continued allocations to the 
other Federal-aid highway programs, will be approximately equiva- 
lent to that portion of the receipts from Federal taxes on gasoline and 
lubricating oils. 

These and other moneys received by the Corporation would be 
pledged in the first instance for payment of the interest and principal 
on any obligations issued by the Corporation. All balances remaining 
after the payment of debt service would be used solely, apart from 
setting up such operating reserve as may seem desirable, for improving 
the interstate highway system, the approved urban fe eders and other 
purposes described above. 

The Corporation should have a mandatory call on the United States 
Treasury for loans up to some agreed total, possibly $5 billion out- 
standing at any given time, in order to assure investors of ability to 

meet obligations when due through borrowing temporarily from the 
Treasury, if ever necessary. 

In order to broaden the market for the bonds of the C orporation, 
the enabling act should permit commercial banks to underwrite and 
deal in its securities in the same manner as those of the farm credit 
agencies and the International Bank for Reconstruction and Develop- 
ment. This would provide the widest possible trading as well as 
investment interest. 


ANNUAL COSTS OF THE PROGRAM 


A table on the following page illustrates a possible schedule of 
annual debt service requirements. This indicates that the cost of the 
recommended program is offset by the anticipated growth in a single 
revenue source without an increase in present rates (January 1955) 
and without the need to reduce the continuing Federal-aid program 
for other roads. It is not recommended that the tax received from 
any source be earmarked or linked to the amount of construction 
program. However, the table does show that the proposed additional 
program could be paid for with the anticipated increase in revenue 
from the established gasoline tax. Thus, the program creates no 
demand for further taxation for its accomplishment. 

The general outline of this program has been discussed with Treas- 
ury Department representatives, the Council of Economic Advisers, 
Department of Commerce, and Department of Defense as well as 
with State and municipal representatives who have indicated in a 
general way their acceptance of the program. Banking and invest- 
ment banking experts have approved the proposed financing as feasible. 

In estimating the value of the project the Committee has made no 
attempt to evaluate possible revenue from rentals to concessionaires 
serving the traveling public nor has it attempted to estimate the addi- 
tional tax revenue which will result from the creation of new values in 
real property resulting from the improvement. 
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Financia plan for highway program—Excess Federal gasoline tax over $623 million 
annually available for highway program 


{In million dollars] 
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at Minter fuel and Jubricating oil taxes levied by Federal Government—estimated by Bureau of Public 
oaqds. 


VI. Erricient ADMINISTRATION 
ORGANIZATION FOR ADMINISTRATION 


The size of this construction program makes its efficient adminis- 
tration most important. Fortunately, the existing Federal-State 
partnership in this field has demonstrated its effectiveness over four 
decades. It should be retained and fully utilized with care taken to 
avoid establishment of any unnecessary new agencies. 

However, a new agency must be established to exercise the proposed 
financial authority as previously set forth. It should be small in 
size with its administrative functions exercised by existing agencies. 
The committee recommends that the Federal Highway Corporation 
should consist only of a Board of Directors with secretarial assistants. 
Three members-at-large would be appointed by the President and 
confirmed by the Senate, while the Secretary of the Treasury and the 
Secretary of Commerce would be ex officio members. On problems 
of location, the Secretary of Defense would also serve as an ex officio 
member. 

The terms of office of the 3 appointed members should be stag- 
gered over 5 years or some reasonably similar period of time to insure 
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maximum continuity of management for the Corporation. The 
public members might initially have 1-, 3-, and 5-year terms and be 
eligible for og: ointment. The Chairman of this group should be 
designated by the President with the Chairman alone drawing an 
annual salary and expected to devote full time to the task. The 
other two members should draw appropriate per diems and allowances 
only when serving on the Corporation’s business. The Corporation 
should have legal corporate status for the issuance and management 
of its bonds and other financial instruments, and the usual powers 
necessary for the transaction of business as a corporate body. It 
should be responsible to the President and required to submit annual 
reports of its transactions to the President for transmittal to the 
Congress. The Secretary of the Treasury would designate the treas- 
urer of the Corporation to be established within the Treasury Depart- 
ment and authorized to utilize such Treasury Department personnel 
as the Board found necessary to properly perform its financial 
responsibilities, charging the costs thereof to the Corporation. 

While the Board’s functions would be principally of a financial 
management nature, it would also serve when needed as an appeals 
board in hearing and deciding, in an administrative as distinguished 
from a judicial capacity, any major questions which arise between 
the Bureau of Public Roads and other parties in the execution of this 
program. This group should have no other management functions in 
administering the program except those here described. All other 
responsibilities of management should be vested in the Commissioner 
of Public Roads, whose present authority should be amended as may 
be needed to administer the additional responsibilities required by 
this program. The Board should have as much latitude as feasible 


in approving agreements with the several States and in resolving 
differences between the States and the Bureau of Public Roads, bear- 
ing in view its purpose to provide a maximum highway program with 
the total available funds. 
ae for the Corporation (other than secretarial assistants) would 
e 


be provided by the Bureau of Public Roads and the Treasury Depart- 

ment. The Bureau of Public Roads would continue to perform all of 

its presently authorized duties including those in connection with the 

continuing Federal-aid highway program. The Commissioner of the 

Bureau of Public Roads would serve as Executive Director of the 

aren in addition to his usual duties as Commissioner of Public 
oads. 


ADMINISTRATIVE PROBLEMS OF THE PROGRAM 


Consideration has been given to certain administrative problems 
which will arise when a program of this magnitude is undertaken, and 
while some are difficult, the Committee is convinced they can be 
satisfactorily met. 

Probably the most serious initial obstacle to execution of this pro- 
gram is a shortage of highway engineers and technical personnel. 
Completion of the interstate system program in 10 years would entail 
considerable expansion of the workload. A canvass made through 
the Highway Research Board of the National Academy of Sciences 
and the American Association of State Highway Officials, whose opin- 
ions in this field the Committee accepts as competent, indicates, how- 
ever, that the shortage can be met by cooperative effort on the part 
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of highway agencies, particularly if the several States utilize the pri- 
vate engineering organizations capable of providing sound engineer- 
ing in this field. Simplified procedures and standardization of speci- 
fications possible on a long-range program should be encouraged to 
reduce the engineering requirements. 


IMPORTANT TO EXPAND HIGHWAY RESEARCH 


An essential part to any large construction program is continuing 
and adequate research. Therefore, the Committee urges that the 
present research program be continued and enlarged to insure that 
the latest thinking of the engineer, the scientist, ant thie administrator 
be available to the program, thus insuring economic and efficient 
accomplishment. 


MATERIALS AND CONTRACTORS ARE ADEQUATE 


While a construction program of this size would impose an addi- 
tional and heavy load upon the contracting, road equipment, and 
highway materials industries, surveys made for this Committee by 
the American Road Builders’ Association and the Associated General 
Contractors of America give assurance that the program is feasible. 
A substantial enlargement of the current construction program in 
the highway field can be achieved by highway contractors without 
difficulty. Since several years are required for the construction pro- 
gram to reach its peak level, ample time exists for the training of 
equipment operators and other necessary skilled workers. These con- 
clusions are also substantiated by an earlier and independent finding 
of the American Association of State Highway Officials. During 
World War II, the American contracting industry demonstrated its 
ability to meet successfully a challenging program of this magnitude. 

Information furnished by the Bureau of Mines as to the outlook 
for increased availability of cement, aggregates, and petroleum 
products indicates that no critical bottlenecks are foreseen once a 
construction program of definite size and duration is authorized. 
Other key materials are expected to be available in ample quantities 
as determined from studies made by the Bureau of Public Roads. 


SOME LEGISLATION NEEDED 


A study made for the Committee by the Highway Research Board 
shows that in many States important revisions of enabling legislation 
governing the financing and construction of State highways will be 
needed for efficient execution of the program. This modernization of 
statutes is essential to success of the program, especially in three areas: 

1. In the advance acquisition of land necessary for right-of-way ; 

2. In the control of access, which, as was pointed out earlier in 
this report is fundamental to the development of the interstate 
system as contemplated; 

3. In the integration through cooperative working agreements 
of State, city, and county agencies concerned with street and 
highway research, planning, and construction. 

The expeditious purchase of land needed for right-of-way is par- 
ticularly important from the standpoint of cost. Inadequate State 
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laws in this regard could be serious obstacles to the program. Like- 
wise the lack of adequate laws to control access in some States could 
nullify the program. It must be expected that legislatures in those 
States requiring modification of their statutes will take prompt action 
to remedy the situation. 

It is recommended also that for the early improvement of the 
interstate system and its connecting urban arterials, provision be 
made by the Congress for exercise of the Federal right of eminent 
domain in cases where this is necessary, and is requested by the State, 
similar to that authority now contained in the Federal-Aid Highway 
Act as related to the program of access roads for the national defense. 

The various agencies concerned with highway administrative 
research should concentrate early effort to development of the needed 
legislation whereby States and other agencies may jointly participate 
in the most effective manner in building the needed highway improve- 
ments being recommended herein. It might be pointed out that fail- 
ure to do this may seriously delay and jeopardize a State opportunity 
to receive the very substantial Federal aid proposed herein for projects 
on the interstate system. 

Utilities and other interested parties appeared before the Committee 
to point out the huge costs which they would face in the relocation of 
utilities in the event the program is adopted. They urged that the 
Federal Government bear the cost of such relocation. Present esti- 
mates include only those right-of-way costs which must be assumed 
under the laws of the several States and do not contain funds for this 
purpose. The Committee has not revised these estimates to meet the 
views thus presented nor does it make any specific recommendation 
in this proposal which is, of course, far reaching in its effects. It is 
understood that it is a broad policy matter already receiving the 
attention and consideration of the Congress. 


VII. ConcLusion 


The Committee in arriving at its conclusions has sought the views 
and recommendations of many representative agencies in our economy, 
of Federal and local government, and of individuals with outstanding 
experience in highway development. It has found a preponderant 
opinion that our present highway system is inadequate for existing 
traffic, that improvements are not keeping pace with increasing traffic, 
and that the cost of an inadequate system is high not only in wear and 
tear on the automobile but also in accidents and loss of life. 

At present, approximately $47 billion is expected to be spent on 
highway improvement during the next 10 years as compared with 
$101 billion needed to modernize our highway system. The Com- 
mittee believes that about half of this deficit of $54 billion should be 
assumed by the Federal Government. The half which represents the 
cost of a fully modernized network of highways connecting our most 
important cities, known as the national system of interstate highways, 
together with important feeder routes in congested population areas 
can be fully justified as a Federal responsibility due to the value of 
the system to the national economy as a whole, to interstate com- 
merce, to safety, and to national and civil defense. The remainder 
of the program should continue either as a joint Federal-State respon- 
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sibility as in the case of primary and secondary roads, or as a local 
government responsibility. 

The Committee offers no suggestions as to how local governments 
may raise funds to do their share of the program. Present matching 
requirements are continued, credits for completed portions of the 
interstate system must be used on other roads, the assumption of 
major responsibility by the Federal Government for the interstate 
system releases corresponding amounts of State funds for other 
roads. Thus, there is both incentive and encouragement to State 
and local governments to accelerate their own programs. The 
Committee hopes and believes that all government units will partici- 
pate and cooperate in this program designed to meet the needs of a 
growing America in which the highway system used daily by our 
people is an integral part of our way of life, In doing so, we shall 
further strengthen our system of government to meet the President’s 
stated desire for ‘‘a cooperative alliance between Federal Government 
and the States so that local government * * * will be the manager 
of its own area.”’ 

We are indeed a nation on wheels and we cannot permit these wheels 
to slow down. Our mass industries must have moving supply lines 
to feed raw materials into our factories and moving distribution lines 
to carry the finished product to store or home. Moreover, the hands 
which produce these goods and the services which make them useful 
must also move from home to factory to store to home. ! 

Our highway system has helped to make this possible. We have 
been able to disperse our factories, our stores, our people; in short, 
to create a revolution in living habits. Our cities have spread into 
suburbs, dependent on the automobile for their existence. The auto- 
mobile has restored a way of life in which the individual may live in 
a friendly neighborhood, it has brought city and country closer to- 
gether, it has made us one country and a united people. 

But, America continues to grow. Our highway plant must similarly 
grow if we are to maintain and increase our standard of living. There 
can be no serious question as to the need for a more adequate highway 
system. Only the cost and how it is to be met poses a problem. 

The Committee realizes fully the necessity for the reduction and 
early elimination of the deficit in the annual budget, the reluctance 
of the Congress to increase the Federal debt limit, and the heavy 
tax burden already borne by our people. It also is sympathetic to 
“pay-as-you-go” financing. However, in this instance, the advan- 
tages of a modern, efficient national highway network to be com- 
pleted in 10 years to meet the traffic demands to be reached a decade 
later, and with a minimum life of 30 years justifies its financing 
through a bond issue to be retired during the useful life of the system. 
The proposed financing need not be inflationary since the financing 
is spread over a 10-year period and the program can be planned to 
fit in with general governmental fiscal policy. Bonds will be retired 
on schedules from general revenue to be specifically appropriated by 
the Congress in which the anticipated increase in the gasoline tax 
alone suffices to service the bond issue while continuing a substantial 
Federal-State cooperative program on other roads. 

The Committee has complete confidence in the continued growth 
of America. Its increasing population and expanding economy re- 
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quires a vastly improved highway system. In fact, we face a challenge 
today and America has ever evidenced its readiness to meet a challenge 
head on with practical bold measures. 

Therefore, the Committee believes that an increase in Federal ex- 
penditures of approximately $25 billion for highway improvement 
over the next 10 years is of vital importance to our growth as a nation 
and recommends the adoption of its financing proposals so that these 
funds can be made available for the full completion of the interstate 
system with important urban feeders. 

Thus, we will accomplish the objective sought by the President for 
a “grand plan for a properly articulated highway system that solves 
the problems of speedy, safe, transcontinental travel—intercity trans- 
portation—access highways—and farm-to-market movement—”’ * * * 
“paying off in economic growth—”’ * * * and making “a good start 
on the highways the country will need for a population of 200 million 
people.” 














APPENDIXES 


The President’s Advisory Committee on a National Highway Program met in 
Washington on October 7 and 8 to hear representatives of associations interested 
in highway development. The following associations appeared: 

American Railway Association 

American Trucking Associations, Inc. 
Automobile Manufacturers’ Association 
Chamber of Commerce of the United States 
Truck-Trailer Manufacturers’ Association 
American Road Builders’ Association 

National Association of County Officials 
American Automobile Association 

National Association of Township Officials 
Associated General Contractors of America 
National Association of Motor Bus Operators 
American Petroleum Institute 

National Council of Private Motor Truck Owners, Inc. 
American Association of State Highway Officials 
National Grange 

American Farm Bureau Federation 

American Municipal Association 

Automotive Safety Foundation 

Conference of Mayors of the United States 
National Highway Users Conference 
Independent Advisory Committee to the Trucking Industry 
National Parking Association 
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Zristing rural and municipal mileage in the United States, 1953, classified by system 
and type of surface 


(Compiled for latest available year from State Highway Planning Survey Data—Table M-2, 1953, 
issued November 1954) 


[In thousand miles] 


Nonsur- 


faced 
| miles Inter- 
| mileage ! Total Low mediate High 


type? | "types | type! 





Surfaced mileage 


| 
System | Total 
| 


Rural mileage: 
Under State confrol: 
State primary systems -| 
State secondary systems. -_-.---- = 
County roads under State con- 
a | 
State parks, forests, reservations, 
etc. 


Total 





Under local control 
County roads : 
Town and township roads 
Other local roads 


Total cnled viceniiehcamaaa acs 2, 322 | 1, 037 
Under Federal control: National 
parks, forests, reservations, etc.*____- 90 70 








Total rural mileage. __-- 3,012 


1, 157 











Municipal mileage: 
Under State control: Extensions of 
State highway systems........-- 
Under local control: City streets 48 5 69 | 


70 


Total municipal mileage. - anid : 305 


ural and municipal mileage | | 
United States : i i 3, 366 1, 206 2, 160 1, 241 


Nonsurfaced mileage includes primitive and unimproved and graded and drained roads. 

2 Consists of slag, stabilized soil, and gravel or stone surfaces. 

3 Consists of bituminous treated and mixed bituminous surfaces. 

‘Consists of bituminous penetration, bituminous concrete, sheet asphalt, Portland cement, concrete, 
brick, and block surfaces 

’ County roads are under State contre] in Alabama (4 counties), Delaware, North Carolina, Virginia 
(all but 2 counties), and West Virginia. 

6 State and National park, forest, reservation, toll, and other roads that are not a part of the State or local 
systems. 


Source: Department of Commerce, Bureau of Public Roads. 
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Toll roads and the United States interstate highway system 


Alabama 


, Under con- 
| struction 
| or financed 


In oper- 
ation 


Author- 
ized 


| Additional 


Total proposals | 


Total 


Means 6k is Sed heat ts «sabes Be ee ea cinae dee 


Connecticut 


Illinois 


Massachusetts 
Michigan 
Mississippi 


Missouri..........-- sists iusaihnicticha Rei. tie etek eae iain aie . 


Nebraska 


New Hampshire. ____-_. 
New Jersey. -......---- 


Pennsylvania... ..- 


Tennessee 


TOMB coin ndilinwtaledd 


Virginia 


Washington asosS. dos eles 


Wisconsin. . .. 


Total miles - 
Less not feasible 








RO ard Gacindaes 


1 Not feasible. 








265 miles not feasible. 

3 280 miles not presently feasible. 
4110 miles not feasible, 

5 60 miles not feasible. 

6 225 miles not feasible. 


Toll roads paralleling or serving same cities as 
highway system, Dec. 


EON. 6csusceat 
Arkansas 


Connecticut... ..-- 


Florida. 


Georgia 


Illinois. 


Indiana. ........-. ads 


Bet occ Se asco inah 
Kansas-_...-- 


Kentucky 


Kansas 


Toll route 


‘Tennessee line-Mobile 
West Memphis-Little Rock-__- 


Merritt and Wilbur Cross Parkways 
Greenwich-Killingly Expressway - 
Hollywood-—Fort Pierce 

Fort Pierce-Jacksonville-____--- 
Titusville-Clearwater___.____- 
Buceaneer trial extension... -__- 
Carte:sville-Florida line. -.-_- 
Tennessee line—Cartersville___. 
Chicago-Rockford_-_...-.....--- 
Chicago-Antioch_- 

Chicago-Iowa line 


| East St. Louis—Indiana line. 
| Hammond-Indianapolis- 


Indianapolis-Kentucky line 


| East-West Turn pike 
| Indianapolis—Cincinnati-__..___..._.- 


Council Bluffs- Davenport ___- --_- 
City-Topeka-Wichita- 
Oklahoma line. 
Louisville-Elizabethtown 
Elizabethtown-Tennessee line_-- - 


| Louisville-Cincinnati, Ohio-- --. 


See footnote at end of table, p. 42. 


designated United States interstate 


15, 1954 


Miles 


Cost ! 


Millions 
$250 
100 


Proposed; not authorized__.. 

Under study; not author- 
ized; previously found not 
feasible. 

In operation 

Bonds partially sold 

Authorized___.- 

Proposed; not authorized_-_-_| 

...do : | 

Authorized; not studied_ 
aici 

Authorized; not feasible- 

Authorized; under study 
.do . : 

Authorized; 126 miles not 
feasible. 

Authorized; not feasible. 

Authorized_... 

Not feasible. _- ; 

Under construction __.___-- 

Proposed; not authorized... 
.do pha cit 

Bonds sold... 


Under construction 
Authorized; not studied 
Proposed; not authorized 





612 


Toll roads since, 


State 


Louisiana .-_.-.._- ; 


Massachusetts 


Michigan 


Mississippi--_-.___-_- 


Nebraska 


New Hampshire - -- 


New Jersey 


Washington 
Wisconsin 


Reported not feas- 
ible. 


In operation 


HIGHWAY REVENUE ACT OF 1956 


Toll route 


Monroe-Minden 


| Kittery-Portland_-. 
Portland-Augusta 
Augusta-Bangor-Lincoln __ 
Weston-West Stockbridge 
Weston-Boston 


Memphis-Louisiana line - -_--....._- 
| Kansas City-St. Louis-Joplin--__. 

| Omaha-Colorado line 
Seabrook-Portsmouth 
Concord-Nashua 


| New Jersey Turnpike 
State line extension of turnpike 
East-West Turnpike 
Link to Pennsylvania Turnpike 
wake ese State —r 


Albany- 
East-West Turnpike 
Cincinnati-Conneaut 


Tulsa-Oklahoma City 

2 extensions 

Tulsa-Missouri line 

Ohio line-King of Prussia 

Scranton-New York line_- 

New Jersey spur 

Erie-Ohio line - - - . _ 

Nashville-Kentucky line 

Knoxville-Chattanooga-Memphis- 
Bristol, 


Nashville-Georgia line 
Nashville-Alabama line 


Dallas-Fort Worth 
Oklahoma line-Houston 


Dallas-San Antonio 
Richmond-Petersburg 


Tacoma-Everett 


St. Paul-MDlinois line---............- 
Milwaukee-Illinois line 


SUMMARY 


Under construction or financed 


Authorized ___- 
Proposed and other 





or serving same cities as designated United States interstate 
ighway system, Dec. 15, 1954—Continued 


Status Cost! 


| Millions 
Proposed; under study; not | $60 
authorized. | 
In operation 
Under construction 
Bonds sold not studied 


ad | 
— found not feas- | 
“tea miles, $40 million. | 
ae, reported feas- | 
e 
aes: not authorized _. 


Authorized; under study. -_- 

In operation 

Authorized; to be built in | 
1955. 

In operation 

Authorized; under study-- 

Authorized; not studied 

Under construction 

In operation 

Under construction . -__. 

Partly financed; to be com- | 
pleted by 1958. 

Not a proposed - 


satel 3885 2 8 


— 
— 
S 
oow 


8 auEH 5! 


Under construction - - - - __- 
Authorized—70 miles ($93 | 
million); found feasible. 

In operation 
Authorized; found feasible - - 
Financed 


In operation____- : 
“— not studied. 


o 


a 
=B8 
aclUOm 


75 
70 
55 
45 
350 


| 

Mentioned only with re- | 

spect to regional north- 
south toll proposals. 

Authorized; reported feasi- 


ble. 
Authorized; private corpo- 
—. 


Authorized reported feas- 
le 

Authorized; under study _--- 
Authorized; not feasible 
Proposed; not feasible 


Miles Cost 


ee 


| Millions 

| $1,091.6 

| 2,001.7 
3, 196 
2, 402 


Wipe RNID... go ion =. dedtecalsjepdhnd eens cngibbebacDiateaahetat bi dnnkdeeesl =a | 1,231 


9, 922. 3 


1 Amounts shown with decimal indicate actual bond issues, other figures are estimates. 
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9,700,000 employed in highway transport industries—I1 out of every 7 employed in 
United States 


Motor 
vehicles, 
parts, 
| and tire | 
manufac- | 


Crude 
|; and 
| refined 
petro- 
leum ? 


Alabama._..._- 
Arizona... 
Arkansas. .... 
California. __. 


Connecticut... - 
Delaware-_... 
Florida___.._. 


39238) 
wis 


3: 


Kentucky - is | 
Louisiana__.____- 


rer eh: 


Mississippi_-_- 

sno ccnceskedeed 
|” i Rae aR a 
Nebraska 

Nevada... 

New Hampshire 

New Jersey ____- 

New Mexico 


North Carolina 
North Dakota 
Ohio 
Oklahoma... 


Pennsylvania 


Rhode Island................ "| 
South Carolina 


Washington 
West Vv irginia 


ies sane sah ocicediotins aa 


District of Columbia_-.--....__-. a eee Pe 


agers emer 
171,009,852 303, 509 |1, 918, 714 | 
\ ' i 


1 For motor vehicles and parts, 1953 BLS ave 
estimated by distributing balance of BLS tota 





Sales and 
servic- 
ing 


138, 826 | 


48, 824 


10, 660 | 
103, 291 | 
35, 561 | 
26, 011 | 


123, 596 


8, 903 | 


22, 511 


10, 744 | 
35, 810 | 
122, 160 | 
10, 505 | 


5, 546 
37, 955 
35, 785 
19, 862 
44,017 

5, 921 


10, 145 | 


Truck 
drivers 


Federal, 
State, 
county, and 
and other 
local em- 
roads‘ | ployees > 


100, 644 
58, 245 
79, 216 

§24, 069 
80, 089 
71, 262 
17, 418 

140, 050 

121, 
39, 

216, 

166, 

109, 

104, 

102, 

105, 703 
36, 194 
74, 448 

126, 370 

226, 236 

113, 842 

151, 717 
43, 306 
66, 476 
17, 669 
24, 319 

171, 003 
49, 

325, 67 

142, 3¢ 
25, 

249, 8: 

126, £ 
97, 

342, f 
27, 

76, 

32, 
115, 
433, 64: 

31, 

13, ¢ 
lil, 


ou 

434 
646 
470 
366 


, 105 


, 707 | 
14, 157 
8, 563 
6, 162 
18, 229 
2,016 
2, 142 | 


553, 179 |5, 737, 1 


tires, 1951 social-security data was used without further adjustment. 


21953 BLS ave 
nonautomotive use by deducting 60 = 
down by States estimated on basis o 
BLS unable to furnish actual State figures. 

31948 Census of Business. 


4U.8. Bureau of Public Roads for Federal and State data, U. 


local highway employment by States. 


5 Estimated by assuming 0.80 driver per nonfarm truck. 


transportation companies. 


260 | 


713 | 


53 | 


Bus e"1u- 


ployees | 


(common 


carriers) ® | 


monthly employment for States were available. 
on basis of 1951 social-security employment data. 


149, 847 
73, 531 
111, 783 
803, 052 
113, 333 
109, 851 
26, 436 
195, 437 
187, 684 
53, 375 
386, 374 
325, 465 
166, 356 
171, O18 
150), 368 
172, 615 
54, 285 
118, 841 
211, 868 
855, 541 
181, 954 
121, 247 
258, 827 
59, 621 
98, 423 
22, 389 
35, 057 
276, 977 
67. 592 
579, 668 
210, 800 
39, 806 
528, 849 
201, 054 
134, 578 
560, 338 
40, 144 
108, 704 
47,018 
173, 107 
692, 142 
47, 552 
22, 554 
170, 039 
160, 810 
106, 285 
229, 504 
41, 833 
31, 282 
|79, 700, 071 


Others 
For 


monthly employment in crude-oil production and petroleum refining adjusted for 
reent from crude oil, and 10 percent from petroleum refining. 
de-oil production ‘and petroleum-refining capacity by States where 


Break- 


. Department of Commerce estimates on 


Includes employees other than drivers of truck 


* Bus transportation estimate of employment in common earrier bus industry distributed by States on 
basis of number of common carrier buses in each State. 
7 Includes 14,857 tire manufacturing employees for whom no State distribution is available. 


Note.—Table above does not include persons engaged in manufacturing batteries, automobile stamping 
and electrical equipment, raw materials, and in taxicab, insurance, and financing services, estimated at 


600,000 additional employees. 
(From Automobile Facts and Figures. 1954.) 
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85 percent of workers living 10 or more miles from jobs depend on passenger cars 


PERCENT USING AUTOMOBILES TO GET TO WORK 


67% % 
, 


110 1.0 T0 2.0 10 3.0 TO Pe mit) Re ie 20 MILES 
9 MILES leas ral: 4.9 MILES Ae tS! ets) & OVER 


DISTANCE TO PLACE OF EMPLOYMENT (ONE-WAY) 


Method of home-to-work transportation ! 
| 
| Passenger'| All other 
car and | Public means 
| public |transpor-| Walk j|and other 
transpor-| tation | combina- 
tation | | tions 


By occupation: | Percent | Percent | Percent Percent | Percent 
Professional and semiprofessional . - - __| 68. 6 1.0 | 11.8 | 17.6 1.0 
Proprietors, managers, officials 77.9 1.9 | : 13. 3 3. 
Farmers and farm managers 72.5 .6 18. x 
Store and office clerks, salesmen (ex- | | 

cluding traveling), etc : 60.3 | 2.1 | 9 | 17. 
Traveling salesmen, agents, etc. - - | 85.0 2.0 | }. 4.7 
Craftsmen, foremen, skilled laborers, | 

etc j 3. 2 ; 4) 10. 
Operatives, ser niskilled workers, un- 

skilled workers and laborers_---_- B1. 4 | 
Protective services___- jogo <. 6 | 
Personal-service workers. -__-- 

By population group: 
Unincorporated areas ______- ; 
Incorporated - aces under 5,000. .__- 
5,000 to 24,999. _ eae 
25,000 to 99, 999__ 
100,000 and over. 

By 1-way distance to place of employ- 

ment: 

hy |) ese eeerss 42.9 
1.0 to 1.9 miles f 66.5 
2.0 to 2.9 miles 65. 4 
Be Oe I ik pc eee 65.7 
DAF Oe WE akin cdenciniwiwas ‘ 77.0 
I 84.1 
20 miles and over... .......-- mete 84.5 








m | PO Se mw SO SO 


All employed persons__............- 63.5 





Om ony ono o no on 





Noonmvo- 





_ 


Percent 
100 
100 
100 


100 
100 


1 Excludes persons for whom no travel was required, such as self-employed farmers, proprietors of small 


stores living at the place of business, etc. 


Source: Motor vehicle use studies, summer, 1951, in Arkansas, Louisiana, North Dakota, Oklahoma, 
South Dakota, and Wisconsin, by State highway departments in cooperation with U. S. Bureau of Public 


Roads (from Automobile Facts and Figures, 1954). 
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1952 motor-vehicle insurance premiums $3,650,000,000—Auto insurance premiums 


Alabama. _. 
Arizona. 
Arkansas. _-_-- 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia ___-- 
Idaho 
Illinois 
Indiana. 
Iowa 

Kansas 
Kentucky -- 
Louisiana... 
Maine_. 
Maryland_. 
Massachusetts 
Michigan__.- 
Minnesota___- 
Mississippi 
Missouri -. 
Montana. __- 
Nebraska_-__- 


New Hampshire... _- 
New Jersey - 


Automobile 
liability 


| Direct 
| premiums | 
written | 


2, 555, 831 
, 218, 396 
5, 834, 141 
, 663, 852 
792, 706 
097, 928 
261 
151 
969 
945 
492) 
937 
584 
584 
907 
756 
464 
200 
684 
584) 


8, 
34, 
2. 855, 
21, 249, 
17, 125, 
3, 969, 
89, 642, 
31, 022, 
15, 388, 
12, 108, 
12, 576, 
17, 492, 
6, 099, 

, 188, 
54, 9.0, 


New Mexico.__..-..-} 


New York. 
North Carolina 
North Dakota 
Ohio 


Oregon. 
Pennsylvania 


Rhode Island... ___.| 


South Carolina 
South Dakota__._. a 
Tennessee _ _- 


Utah___. 

Vermont 

Virginia ; 
Washington. 

West Virginia 
Wisconsin 
Wyoming... 
District of Columbia 


United States 
Total 


, 810, 076 

, 662, 414 

, 879, 684 
21, 183, 306 
21, 014, 522 
9, 875, 259 
36, 606, 331 
2, 020, 060 
6, 146, 197 


1,348,039,337 


| losses | 


and loss record 1952 


Automobile 
property damage 


Ratio of 


Ratio of 


| losses 
Direct | paid to 


premiums | 
written premi- 
ums 


| written| 


paid to 
premi- | 

ums | 
written 


$6. 410, 334 
141, 099 
921, 459 
274, 032) 
600, 204 
470, 136 
760, 505 
102, 160} 
574, 931 
113, 517 
686, 790 
054, 203 
279, 589) 
878, 667 
, 005, 032 
. 988, 048 
. 933, 150 
, 810, 326 
4, 359, 605 
2. 456, 52 
i2, 724, 
2, 699, 
, 125, 96 
2, 071, 289) 
. 421, 682) 
959, 
2, 423, 236 
28, 515, 029 
2, 257, 843! 
77, 316, 449 
9, 409, 039 
1, 504, 297 
43, 798, 007 
7, 235, 350) 
10, 190, 462 
47, 517, 934! 
3, 048, 484 
3, 932, 078 
1, 813, 807 
9, 190, 678 
34, 411, 031 
2, 437, 932 
1, 609, 154 
10, 343, 749 
12, 440, 561 
5, 503, 996 
16, 030, 149 
1, 063, 144 4 
3, 182, 654 58 


44) $ 
46, 
52) 
47) 1 
53 
49 
51 
48 
60 
55 
54) 1 
57 
60 
53 
65 
38 
48 
5S 
46 
58 
56 
48 


52 


35: 
41 
35 
45 
35 
39 
29 
50 
46 
39 
45 
38 
49) 
45 
46) 
30 


- ss) 
NORE ry YS 


~ 


—th 
- OS & 


2290 3S» 


48 
50 
54 
45 
51 
50 
49 
53 
49 
53 
54 
55 
53 
49 
57 


1 


1 


6 
43 
66 
51 
65 
58 
64 
55 


1 
44 
44 
45 
44 
44 
44 
26 
47 


44 686, 997, 584 


Automobile 
physical damage 


Direct 


premiums 


written 


22, 963, 
10, 423, 
14, 372, 
65, 647, 535 
17, 632, O87 
20, 285, 926 

4, 531, 816 
33, 593, 609 
34, 709 

Ss, 725 
02, 665 
51, 47 
29 


26. 


782 
144 
073 


aa 
ia, 


714, 
759, 
941, 
053, 
495, ) 
22, 467 
25, 870, 
7, 047, 
23, 160, 
150 
318 
729, Ls 
432, § 
943, 
, 386, 
14, 273, 
3, 386, 664 
4, 571, 203 
54, 576, 765 
10, 820, 080 
06, 892, 757 
37, 336, 263 
5, 763, 813 
94, 493, 697 
27, 034, 151 
23, 059, 148 
00, 574, 586 
7, 192, 524 
20, 572, 248 
6, 894, 590 
25, 361, 313 
06, 087, 557 
8, 489, 104 
3, 878, 388 
31, 573, 721 
31, 283, 651 
16, 325, 251 
28, 660, 254 
4, 843, 192 
8, 256, 244 


36, 
81, 
25, 
15, 
43, 


51 1,614,804,274 


Ratio of 
losses 
paid to 
premi- 
ums 
written 


46 
46 
46 


5 
4 
4 


3 
5 
» 


40 
36 
40 
44 
48 
45 
44 
50 
42 
46 
41 
43 
45 


43 
42 
54 
43 
43 
46 
45 
46 
42 
5D 
43 
47 
40 


$ 


3 


225, 


205, 


Total 


41, 929, 
20, 782, 
23, 127, 
96, 585, 
32, 024 
65, R53. 
9, 147, 
66, 035, 
61, 473 


14, 798. 


Us, ¢ 


}, O18, 
55, 721, 
, 482, 

. 049, 

, ool, 
7, O79, 
, 158, 


. 436 


947 
639 
673 
419 
997 
w90 
582 
920 
609 
187 
787 
535 
922 
368 
675 
770 


400 


Ati, SOO, 527 


5, 658, 


4, 101, 


, 389, 2 


5, 351, 


, 325, 30% 


5, 102, 


2, 505, 26: 


, USS, 
5, VLY, 
791, 


, 369, 135 


492, 

255, 
48, 
50, 756 
15, 
32, 
12, 


53, 


138, 
135, 


15, 

3, 
63, 
64, 
31, 
81, 


100, 


296, 
7, 926, 
17, 585, 


032, 7 


187, 05 


=") 7 


009, 035 
308, 66 
5RY, 4! 

367, 226 


738, 7 
704, ! 


734 
$96 
095 


46 3,649,841 ,195 


Total 
auto- 
mobile 
premi- 
ums per 
vehicle 


Source: 1953 statistical issue, The Spectator Magazine (from Automobile Facts and Figures 1954) 


Projections of the total population of the United States, including Armed Forces 
overseas, July 1, 1955 to 1975, based on various assumptions as to fertility ' 


1955 
1960 
1965 
1970 
1975 


{In thousands] 





164, 782 
177, 426 
189, 916 
204, 222 
220, 982 


164, 782 
177, 426 
189, 916 
202, 359 


213, 568 


164, 644 
176, 126 
186, 146 
196, 269 
206, 615 


! The following assumptions as to fertility are implied: A, 1950-53 level continues to 1975; B, 1950 
continues to 1965, then declines to about the 1940 level by 1975; C, 1950-53 level declines to about 1940 level 
by 1975; D, 1950-53 level declines from 1953 level to about 1940 level by 1960 and continues at that level to 


1975. 


1950 


Db 


164. 404 
173, 847 
180, 927 
189, 110 
198, 632 


53 level 


The 1950 population, including Armed Forces overseas, was estimated to be 151,677,000 on July 
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Gross national product, 1953-74, projected at a 3 percent per year rate 
[Billions of dollars} 


1953 (actual) 
1954 (projected) 


1955 - - - 
1956_- - - 
1957 _- 
1958_- - - 
1959_- 
mou... 


Total 1955 


387. 


364. 9 
375. 8 


398. 
410. 
423. 
435. 
448. 
462. 
476. 
490. 
505. 


4, 438. 2 


NoInNwwWNOsNe 


1965 (projected) _____ 


BI co Aga xi 
1967 _--- 
1968... _-- 
1969... _- 
1970. - - - 

at Ros a0 
1972-__-- 


Total 1965-74_ _- 
Total 1955-74 


of increase 


520. 
536. 
552. 
568. 
585. 
603. 
621. 
640. 
659. 
679. 


5, 966. 


Highway construction activity as related to gross national product 


1 Revised. 


‘Total highway 


construction 

expenditures 

(millions of 
dollars) 








Gross national 
product (cur- 
rent billions 

of dollars) 


See seueessSessseeese 





5 | 
9 
6 
0 
4 
3 
9 
7 
8 | 
9 
9 
3 
8 
9 
2 
5 
2} 
7 
3 
4 
4 
6 


Nee ee 
= a 

on 93 
sO 


Construction 

as percent of 

gross national 
product 


De 


,—We ok OI On, 


Source: U. 8. Department of Commerce, Construction and Building Materials, statistical supplement, 


usiness, May 1942, p. 12; 1929-53, 
Council of Economie Advisers, January 1954; 1953-54, Bureau of Public Roads. 


May 1953; August 1953, 20th Century Fund; 1921-28, Survey of Current B 
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Proposed highway construction activity, 1955-64, as related to gross national product 
projected at 3 percent rate of increase, 1958 dollars 





| Total highway | 


construction 

expenditures 

(millions of 
dollars) 


Year 


10, 136 
10, 136. 
10, 136. 
10, 136. 
10, 136. 
10, 136. 
10, 136. 
10, 136. 
10, 136. 
10, 136. 
101, 365. 0 
SWORRGs aachatdddgh inca cee nnknanceerer 


OF Om Cr Gr on Cr Or Or Cr Or 


Gross national 
product (bil- 
lions of dollars) 


387. 
398. 
410. 
423. 
435. 
448. 
462. 
476. 
490 

505. 


| BeNwWWwWW-10-14— 


to 


Estimate of travel by motor vehicles, 1921-54 


Construction 

as percent of 

gross national 
product 


bo bo bo tO OO PS bs SS 
“=O we 


| = 


rm 
ow 





Percent 

change 
from pre- | 
vious year || 


Vehicle- 
miles 


Year | 
(millions) 
| 


55, 027 
67, 697 
84, 995 
104, 838 | 
122, 346 
140, 735 | 
158, 453 | 
172, 856 | 
197, 720 
206, 320 
216, 151 | 
200, 517 | 
200, 642 | 
215, 563 
228, 568 
252, 128 
270, 110 


.0 
6 
3.3 | 
. 7 II 
5.0 
. 6 
Se 
4 | 
4 |) 
.8 | 
2 
4 
. 0 
.3 | 
a 


1 Less than 0.1 percent increase. 


2 Excludes military traffic. 


| 

| Vehicle- 

| miles 
(millions) 


271, 177 
285, 402 
302, 143 
2 333, 396 
267, 096 
206, 747 


211, 580 | 


249, 344 
340, 655 
370, 622 


397, 589 | 


424, 089 
457, 222 


479, 369 | 
512, 242 
540, 707 | 


557, 000 


Percent 
change 
from pre- 
vious year 


Tt 
one 


1] 
ws 


wom 


WIAD RIM IWR m1! 
SCaCOOSO-+314802E2KNQASO 


Source: Highway Statistics Summary to 1945, Bureau of Public Roads; Highway Statistics for respective 
years 1947-48, Bureau of Public Roads; Bureau of Public Roads estimates for 1953 and 1954; Automobile 
Facts and Figures, 1953, Automobile Manufacturers Association for 1921-35 and 1949-51 data; Public Roads, 


June 1954, vol. 28, No. 2. for 1952 data. 
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Estimated expenditures for highway and street purposes, 1953-54 


(Table HF-2, preliminary, June 1954) 


Expended on— | 1953 preliminary estimate 1954 forecast 


| } 

State highways: ? Million dollars Porcent Milliondollars| Percent 
Capital outlay - - 2, 276 39.5 | 2,740 
Maintenance... ....._.- ji ELSES. 628 660 
Administration 3. ___- ; 130 135 | 
Highway police__........-- 105 107 
Interest. . _- nae 


_ 
= 
— ee 
Nenon 


NI@Mmwowm 


Total direct expenditures...............-- | 
Obligations retired 4.._......_- 


Total disbursements. . 


County and other local rural roads: 
Capital outlay 
Maintenance 
Administration ° 
Interest. __..- 





Total direct expenditures... _ -- cia , 179 20.5 | 1, 211 
Obligations retired 4___.- | 4) 85 | 


Total disbursements - - 


Urban streets: 
Capital outlay 
Maintenance 
Administration 3 
Interest .._. 


neon 


Total dir. ct expenditures..... ._- 
Obligations retired 4. 


Total disbursements. - 


clwicow 


Federal expenditures not classified by system 5__ 


jen | eo], = 





} 
Wl 


All roads and streets: 
Capital outlay 
Maintenance 
Administration 
Highway police 
Interest _. 


| ws 
ome S 
muICoN 


Total direct expenditures.............- 
Obligations retired 





Grand total_. 5, 769 | 100.0 | 6, 402 | 


! Federal and State data are for calendar year; loca] data are for varying fiscal years. 
2 Includes expenditures by States on transcity connections of State highways. 


5 Includes engineering and equipment costs not charged to capital outlay and maintenance, and other 
miscellaneous expenditures. 


‘ Redemptions by refunding not included. 
§ Includes funds of other agencies expended directly by Public Roads as well as funds expended by those 
agencies. Expenditures were principally for capital outlay and are included as such in the totals. 


Source: Department of Commerce, Bureau of Public Roads. 





HIGHWAY REVENUE ACT OF 1956 621 


Estimated long-term highway obligations issued, redeemed, and outstanding, 1953-54 ' 
(Table HB-1, preliminary, June 1954) 
{Million dollars} 


1953 prelim- 
inary esti- 1954 foreca 
i mate 
Issued during year: ? 
State obligations. __._ 
County and other local rural obligations 
Urban obligations - -- 34. Lei 


ee -. 
Less duplicated and interunit obligations: 
State-assumed local debt duplicated - 
Interunit obligations not public debt _. -- 


Total public long-term highway debt issued - 


Retired during year: * 
State obligations 
County and other local rural obligations 
Urban obligations --__--- Ladinn dh 


Total 
Less duplicated and interunit obligations: 
State-assumed local debt duplicated ________- 
Interunit obligations not public debt__-_-_--_. 


Total public highway debt redeemed _- 


Outstanding at end of year: 
State obligations 
County and other local rural il obligations. 
Urban obligations__--___-- 


Total. 
Less duplicated and interunit obligations: 
State-assumed local debt duplicated ______-_- 
Interunit obligations not public debt--_-_- 


Total public highway debt outstanding... ___- 


1 State data are for calendar year; local data are for varying fiscal ye« 
2 Refunding issues not included. 
§ Redemptions by refunding not included. 


Source: Department of Commerce, Bureau of Public Roads. 





HIGHWAY REVENUE ACT OF 1956 


(U. 8. Department of Commerce, Bureau of Public Roads, June 1954] 


EstrmatTr oF Highway REcEIPTS AND EXPENDITURES, 1953 


Total disbursements for highway purposes are expected to reach $6.4 billion in 
1954, an increase of $0.6 billion over 1953 and $1.1 billion over 1952. 

All expenditure items will show increases during 1954, but it is expected that 
capital outlay expenditures will account for the major portion of the increase. 
Estimated capital outlays of $3,729 million will exceed the 1953 total by $507 
million and the 1952 total by almost $1 billion. 

Maintenance, administration, and highway police expenditures will show only 
nominal increases in 1954, but interest payments will be up $41 million over 1953 
and thus will continue to show the impact of the large-scale use of credit financing. 

Principal payments of $333 million in 1953 and $365 million in 1954 are higher 
than the 1952 payments, but still do not reflect the greatly accelerated use of bond 
issues in the highway field. This expenditure item can be expected to increase 
materially during the next few years, however. 

Total receipts for highway purposes are expected to exceed $7 billion in 1954, 
while estimated receipts for 1953 were just under that figure. The 1954 forecast 
of $7,250 million is $370 million greater than the 1953 estimate of $6,880 million 
and approximately $1.5 billion more than the 1952 receipts. 

All receipt items for both vears, however, show fairly substantial increases over 
1952. For 1954 Federal aid is up over $100 million; highway-user imposts up 
$392 million; property taxes, general revenue, and miscellaneous receipts up over 
$100 million; and toll receipts up $21 million over 1952. Further increases in 
Federal funds and toll receipts can be expected during the next few vears. 

The tremendous amount of bonds issued during 1953 and 1954 account for the 
major portion of the increase of total receipts over 1952. Bond issues of $1,832 
million in 1953 and $1,922 million in 1954 are $500 million and $800 million greater, 
respectively, than the 1952 issues. Toll facility revenue bonds totaling over 
$1.3 billion were issued in 1953, and it is anticipated that over $1.4 billion will be 
issued in 1954. 

Highway debt outstanding at the end of 1954 is expected to approach the $9 
billion mark, an increase of $1.5 billion over 1953 and a little more than $3.0 
billion over 1952. This spectacular increase in debt outstanding is due, of course, 
to the issuance of toll-revenue bonds. At the end of 1952 it was estimated that 
approximately $1.8 billion of toll-revenue bonds were outstanding. To that can 
be added the $2.7 billion issued during 1953 and 1954, making a total of about 
$4.5 billion of toll-facility bonds outstanding, of which about $4.0 billion are not 
full faith and credit obligations of the governmental units. Thus, the outstanding 
highway debt of the governmental units remains relatively low as compared to 
revenues. However, the entire debt outstanding for highway purposes has to be 
repaid by the highway user, regardless of whether the credit of the issuing govern- 
ment is pledged. 

It will be noted in the estimates for the 2 years included in this bulletin that 
the cumulative receipts are almost $2.0 billion greater than the estimated dis- 
bursements, which indicates that there is little possibility that 1955 activities 
in the highway field will decline appreciably. 





HIGHWAY REVENUE ACT OF 1956 


Estimated revenues for highway and street purposes, 1953-54! 


(Table HF-1, preliminary, June 1954] 


Source 1953 preliminary estimate 1954 forecast 


Federal Government: 
Funds expended under the supervision of Million Million 
Bureau of Public Roads: | dollars Percent dollars Percent 
Major funds 535 7.8 54 7 
Forest, park, and public lands b 37 5 38 


Subtotal _ - - i 57: 8.3 
Other Federal funds ; .6 





Total Federal Government. 


State governments: 
Highway-user imposts- - 
Toll receipts : 
Property taxes and general revenues 
Miscellaneous 3d : 


Total revenues 
Bond issue proceeds ?_ - 


Total receipts. - 





Counties and other local rural units: 
Highway-user imposts- 
Toll receipts - : . 
Property taxes and general revenues 
Miscellaneous - ; ’ 


Total revenues ‘ 
Bond issue proceeds ?_ - 


Total receipts - 


Urban places: 
Highway-user imposts 
Toll receipts : ask 
Property taxes and general revenues. -- 
Miscellaneous. - . 


Total revenues. 
Bond issue proceeds ?_ 


Total receipts - 


Summary: 
Federal funds -- _ 
Highway-user imposts : 3.6 
Toll receipts ; i 2.9 
Property taxes and general revenues -_- 16.2 
Miscellaneous- -- ; 1.8 


Grand total revenues.......-._- 5, 048 73. 4 
Bond issue proceeds se 1, 832 26. 6 


Grand total receipts ; cael 6, 880 100.0 


' Federal and State data are for calendar year; local data are for varying fiscal years. 
2 Refunding issues not included. 


Source: Department of Commerce, Bureau of Public Roads 
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; 10-year total construction needs, 1955-64 
System 


Interstate: Amount 
$13, 052, 000, 000 


10, 862, 000, 000 

Other Federal-aid primary: 
Rural 19, 887, 000, 000 
10, 035, 000, 000 
Federal-aid secondary 14, 876, 000, 000 
URE CTI is scp cenceasdanuic hisiowadi bceeeainaeene 17, 073, 000, 000 
Other city streets 15, 580, 000, 000 


Grand total, all roads and streets 101, 365, 000, 000 


Note.—These figures represent the preliminary accumulation of estimates made by the State highway 
departments in response to Bureau of Public Roads memorandum of July 16, 1954. This memorandum 
requested estimates of the costs of completing the several systems of highways as directed by sec. 13 of the 
Federal-aid Highway Act of 1954. They should be considered in conjunction with that memorandum in 
order to be properly interpreted. 


Typical motor vehicle registration fees! status as of Jan. 1, 1954 
’ 
| | 
Tractor Semitrail- | Combina- 
trucks ? ers? tion 


Nonfarm Farm 
single-unit | single-unit 
truck truck 


Auto- 


State mobile 








I a 3. : $22. 50 k $50. 00 $150. 00 
Arizona 3. ‘ 30. 00 ; 50. 95 120. 45 
| a ee : 3. 4 36. 00 b 5. 00 205. 00 
OS See ‘ : 5 48. 00 ‘ 108. 00 196. 00 
Colorado ‘ : 5. § ; 17. 50 ¥ 20. 00 45. 00 
Connecticut- ---_---- ; 37. 37. 50 h 200. 00 
Delaware adal 52. ». OO 5. 77. 30 | 173. 00 
Florida.....---- | 5. 58. ¢ . 30 5. 109. 50 206. 30 
Georgia > ee 3.% ; . OO 50. 150. 00 
Idaho. | 5. 30. . 00 ; | 90. 00 
Illinois - -_- . . 6. 00 40. 640. 00 
Indiana -.. -- . J 35. 35. 00 > mas | 215. 00 
Iowa___- | 27. | 5. 5. 00 35. , | 495. 00 
Kansas - -- 3. ; . . 5. | 375. 00 
Kentucky - - | ; 32. | k | 350. : | 350. 00 
Louisiana. --- - 3. ; ; : 240. 00 
Maine. ..----- Junl : . | 5. 00 | 305. 00 
Maryland a 35. . ; 135. 00 
Massachusetts 122. 00 
Michigan 281. 75 
Minnesota 290. 00 
Mississippi - -- 282. 00 
Missouri 307. 00 
Montana_.--- 

Nebraska 

Nevada__- Se eae ae 

New Hampshire. 

New Jersey - pie kls aad 
VO} J 
New York Renan spearaieces ee 
North Carolina. _-.......-..- 
North DGNO6G..........<.60.-.- 
Ohio... So 

Oklahoma 

Oseeett..<...<.- 
Pennsylvania. --- 
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1 A 1951 model 4-door sedan was used as a woes mger car. A 1951 stake body truck of 5,320 pounds 


empty weight, and 12,500 pounds gross vehicle weight was used as the typical single-unit truck. A tractor 
of 8,825 pounds empty weight and a semitrailer of 7,320 pounds empty weight, registered for 40,000 pounds 
gross weight, were selected as a typical combination. 

2 For States registering the tractor and semitrailer as a unit, the fee for the combination is given in the 
“tractor” column. 


Source: Bureau of Public Roads, table M V-103, 
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SUMMARY OF PROVISIONS OF H. R. 8836 


A BILL to amend the supplement of the Federal Aid Road Act approved July 11, 
1916 (39 Stat. 355), as amended and supplemented, to authorize appropriations 
for continuing the construction of highways, and for other purposes. 


SECTION 1 


Section 1 authorizes $25 million additional for the fiscal year 1957, 
$750 million for the fiscal year 1958, and $775 million for the fiscal 
year 1959 for the Federal-aid primary and secondary systems and 
extensions thereof within urban areas. The existing 45-30-25 ratio 
in the distribution of funds as well as the existing apportionment 
formula for the three categories is retained. The additional $25 
million for fiscal 1957 would be apportioned immediately upon passage 
of the act. 

It expresses the congressional intent progressively to increase the 
total authorization for these three categories by a minimum of $25 
million annually for a 10-year period ending June 30, 1969, retaining 
the same relative ratio between the three categories. 

It would authorize any State to transfer, subject to certain limita- 
tions, up to 20 percent of its apportionment under any of the three 
categories; namely, primary, secondary, and urban funds. This 
transfer provision would not affect the interstate funds. Under 
existing law, only 10 percent of the primary, secondary, and urban 
funds may be transferred. 


SECTION 2 


This section authorizes $22.5 million for each of the fiscal years 
1958 and 1959 for forest highways and $24 million for each of these 
fiscal years for forest development roads. These amounts are the 
same as provided in the 1954 act for the fiscal years 1956 and 1957. 


SECTION 3 


This section authorizes for each of the fiscal years 1958 and 1959, 
$12.5 million for park roads; $11 million for parkways; and $10 
million for Indian roads. These authorizations are the same as 
provided in the 1954 act for the fiscal years 1956 and 1957. 


SECTION 4 
This section authorizes $1 million for each of the fiscal years 1958 
and 1959 for public lands highways. This authorization is the same 
as provided in the 1954 act for the fiscal years 1958 and 1959. 


SECTION 5 


This section provides that the funds authorized for forest highways, 
forest development roads, park roads, parkways, Indian roads, and 
public lands highways shall be available for contract upon appor- 
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tionment or a date¥not earlier than 6 months preceding the fiscal 
_year for which authorized if no apportionment is required. Similar 
contract authority was previously provided in section 6 of the 1954 
act. 

It expresses the congressional intent to continue until June 30, 
1969, the authorizations for roads in the Federal domain at annual 
rates not less than those contained in above sections 2, 3, and 4. 


SECTION 6 


This section would increase the present $10 million annual emer- 
gency fund authorization (sec. 7 of the 1952 act) to $30 million for 
the repair or reconstruction of highways on the Federal-aid systems 
which are damaged as a result of disaster. These funds would be 
available for use on any projects programmed and approved at any 
time during the fiscal year 1956. 


SECTION 7 


This section changes the name of the ‘National System of Inter- 
state Highways’’ to the “National System of Interstate and Defense 
Highways,” which is referred to as the National System for the pur- 
poses of this act. 

This section provides additional authorizations for the National 
System for the 13-year period beginning with the fiscal year ending 
June 30, 1957, and continuing through the fiscal year ending June 30, 
1969, as follows: 


Fiscal year: Authorization 


1 In addition to the $175 million already authorized for 1957. 


The additional sum authorized for 1957 shall be apportioned 
immediately upon passage of the act. The sums authorized for the 
subsequent years shall be apportioned at least 6 months, but not more 
than 18 months prior to the fiscal year for which authorized (existing 
law). It provides for apportionment of the funds among the States in 
the ratio which the estimated cost of completing the national system 
in each State bears to the estimated total cost of completing the 
national system as set forth in the computations compiled by the 
Bureau of Public Roads on pages 6 and 7 of House Document No. 120, 
84th Congress. It provides for 90 percent Federal and 10 percent 
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State matching, with the sliding scale for the public lands States 
retained but with a maximum Federal contribution of 95 percent. 
The sums apportioned shall be available for expenditure for 2 years 
he the close of the fiscal year for which authorized (same as existing 
aw). 

It prohibits apportionment of funds for the national system to any 
State which permits use of the system by vehicles having dimensions 
or weights in excess of the greater of (1) those permitted by State laws 
in effect March 1, 1956, or (2) the maximum dimensions and weights 
recommended by AASHO in 1946. It directs the Secretary of Com- 
merce to expedite a series of tests by the Highway Research Board on 
maximum desirable dimensions and weights, and to report to Congress 
by March 1, 1959, on this test. 


SECTION 8 


This section sets up a procedure whereby any State, upon its re- 
quest and subject to certain conditions, may receive a credit for any 
existing free highway or toll highway located upon the National Sys- 
tem, which measures up to the standards of construction required for 
said system. The Secretary would determine whether or not the 
highway meets such standards. Any State receiving such credit would 
be entitled to use the same for the construction of projects, pursuant 
to regular Federal-aid procedures, on the primary system, provided 
that all Federal-aid highway funds apportioned to the State have been 
expended and all funds allocated under this Act have been contracted. 
Any State receiving a credit on account of a toll highway shall have 
the option of using such credit for the payment of any outstanding 
debt on the highway, which highway shall then become free of tolls. 


SEcTION 9 


This section permits the Secretary to acquire rights-of-way, in- 
cluding control of access, for the National System, if requested by the 
State. The power is to be exercised only if the State is unable to 
promptly acquire the right-of-way and if the State agrees to pay 10 
percent of the cost, or such lesser percentage which represents the 
State’s pro rata share as determined in accordance with section 7 
Whenever rights-of-way on the National System are required over 
public lands of the United States, the Secretary may make necessary 
arrangements for rights-of-way and control of access. 


Secrion 10 


To facilitate the acquisition of rights-of-way in a most expeditious 
and economical manner, the Secretary is authorized, subsequent to 
the fiscal year 1956 and upon request of the State, to make available 
to the State for acquisition of mghts-of-way in anticipation of con- 
struction, an amount not exceeding 20 percent out a each class of 
funds apportioned to the States. Roads are to be constructed within 
a 5-year period following the fiscal year in which a State makes such 
request. 
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SEcTION 11 


This section authorizes the use of Federal funds to reimburse a 
State, in the Federal pro rata share, for the cost of relocation of 
utility facilities necessitated by the construction of a project on the 
primary, secondary, or National System, whenever a State shall pay 
for such cost. The Secretary is authorized to make the payments 
to the State on the basis of an agreement approved by him between 
the State and the utility. 

Section 12 


This is a policy statement that all segments of the Federal-aid 
systems be improved to standards adequate for national defense and 
the national economy as soon as practicable. The Secretary is to 
include in his annual reports to Congress a statement on the progress 
made in attaining this objective, together with recommendations with 
regard to the programs, so that the Congress may act with respect 
thereto. 


SECTION 13 


This section provides that agreements between the Secretary and 
the State highway departments covering projects on the National 
System shail contain a clause providing for no additional points of 
access to or exit from the project without prior approval of the 
Secretary. Such agreements shall also have provisions to insure to 
the users of the system the benefits of free competition in purchasing 
supplies and services. 

SECTION 14 


This section authorizes the incorporation of any toll road, bridge, 
or tunnel as part of the National System, if it meets the standards 
adopted for said system. It authorizes funds under this act or prior 
acts to be available for expenditure, subject to certain conditions, on 
projects approaching any toll road, bridge, or tunnel. 


Srecrion 15 


This section broadens the definition of the term ‘‘construction’’ to 
include the cost of establishment of temporary and permanent geodetic 
monuments in accordance with specifications of the Coast and Geo- 
detic Survey, and also the cost of relocation of building tenants and 
demolition of structures or removal of usable buildings to new sites, 
including the cost of such sites. 


SEcTION 16 


This section provides that section 13 of the 1950 act requiring public 
hearings for bypass projects shall not apply to projects constructed 
on the National System. 


SECTION 17 


Savings provision. 
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SECTION 18 
Separability provision. 


SECTION 19 


This section provides that this Act may be cited as the ‘Federal 
Highway Act of 1956.” 


{H. R. 8836, 84th Cong., 2d sess. ] 


A BILL To amend and supplement the Federal Aid Road Act approved July 11, 1016 
(39 Stat. 355), as amended and supplemented, to authorize appropriations for continuing 
the construction of highways, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, for the purpose of carrying out the 
provisions of the Federal Aid Road Act approved July 11, 1916 (39 Stat. 355), 
and all Acts amendatory thereof and supplementary thereto, there is hereby 
authorized to be appropriated for the fiscal year ending June 30, 1957, $25,000,000 
in addition to any sums heretofore authorized for such fiscal year; the sum of 
$750,000,000 for the fiscal year ending June 30, 1958; and the sum of $775,000,000 
for the fiscal year ending June 30, 1959. The sums herein authorized for each 
fiscal year shall be available for expenditure as follows: 

(a) 45 per centum for projects on the Federal-aid primary highway system 

(b) 30 per centum for projects on the Federal-aid secondary system 

(c) 25 per centum for projects on extensions of these systems within urban 
areas, 

The sums authorized by this section shall be apportioned among the several 
States in the manner now provided by law and in accordance with the formulas 
set forth in section 4 of the Federal Aid Highway Act of 1944, approved Decem 
ber 20, 1944 (58 Stat. 838) : Provided, That the additional amount herein author- 
ized for the fiscal year ending June 30, 1957, shall be apportioned immediately 
upon passage of this Act. 

Any sums apportioned to any State under this section shall be available for 
expenditure in that State for two years after the close of the fiscal year for 
which such sums are authorized, and any amounts so apportioned remaining 
unexpended at the end of such period shall lapse: Provided, That such funds 
shall be deemed to have been expended if a sum equal to the total of the sums 
herein and heretofore apportioned to the State is covered by furmal agreements 
with the Secretary of Commerce for construction, reconstruction, or improve 
ment of specific projects as provided in this Act, and prior Acts. Any Federal 
aid primary, secondary, or urban funds released by the payment of the final 
voucher or by modification of the forma! project agreement shall be credited to 
the same class of funds, primary, secondary, or urban, previously apportioned 
to the Siate and be immediately available for expenditure. 

tecognizing it to be in the national interest to foster and accelerate the con 
struction of a safe and efficient system of Federal-aid highways in each State 
it is hereby declared to be the intent of Congress progressively to increase the 
annual sums herein authorized, for construction of projects on the Federal-aid 
primary and secondary systems and approved extensions thereof in urban areas 
by amounts which in each succeeding year shall provide an increase over the 
total amounts authorized for each immediately preceding year of not less than 
$25,000,000, commencing with the fiscal year ending June 30, 1960, and continuing 
such progression in each of the succeeding fiscal years, through the fiscal year 
ending June 30, 196%. It is further the intent to allocate the tota! funds thus 
provided to the three categories in the same relative ratio as hereinabove pro 
vided for projects on the Federal-aid primary and secondary systems and ap 
proved extensions thereof in urban areas. 

Not more than 2) per centum of the respective amounts apportioned to a State 
for any fiscal year from funds made available for expenditure under clause (a) 
clause (b), or clause (c) of this section, may be transferred to the apportion 
ment made to such State under any other of such clauses, except that no such 
apportionment may be increased by more than 20 per centum by reason of trans 
fers to it under this section: Provided, That such transfer ix requested by the 

lighway department and is approved by the Governor of «aid State and the 


ig in the public interest: Prorided further, That the tran«fers 
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hereinabove permitted for funds authorized to be appropriated for the fiscal 
years ending June 30, 1958 and 1959, shall likewise be permitted on the same 
basis for funds which may be hereafter authorized to be appropriated for any 
subsequent fiscal year: And provided further, That nothing herein contained 
shall be deemed to alter or impair the authority contained in the last proviso to 
subparagraph (b) of section 3 of the Federal Aid Highway Act of 1944. 

Sec. 2. For the purpose of carrying out the provisions of section 23 of the 
Federal Highway Act (42 Stat. 218), as amended and supplemented, there is 
hereby authorized to be appropriated (1) for forest highways the sum of $22,- 
500,000 for the fiscal year ending June 30, 1958, and a like sum for the fiscal 
year ending June 30, 1959; and (2) for forest development roads and trails the 
sum of $24,000,000 for the fiscal year ending June 30, 1958, and a like sum for 
the fiscal year ending June 30, 1959: Provided, That with respect to any pro- 
posed construction or reconstruction of a timber access road, advisory public 
hearings shall be held at a place convenient or adjacent to the area of construc- 
tion or reconstruction with notice and reasonable opportunity for interested 
persons to present their views as to the practicability and feasibility of such 
construction or reconstruction : Provided further, That hereafter funds available 
for forest development roads and trails shall also be available for vehicular 
parking areas: Provided further, That the appropriation herein authorized for 
forest highways shall be apportioned by the Secretary of Commerce for ex- 
penditure in the several States, Alaska, and Puerto Rico in accordance with the 
provision of section 3 of the Federal Aid Highway Act of 1950. 

Sec. 3. (a) For the construction, reconstruction, and improvement of roads 
and trails, inclusive of necessary bridges, in national parks, monuments, and 
other areas administered by the National Park Service, including areas author- 
ized to be established as national parks and monuments, and national park and 
monument approach roads authorized by the Act of January 31, 1931 (46 Stat. 
1053), as amended, there is hereby authorized to be appropriated the sum of $12,- 
500,000 for the fiscal year ending June 30, 1958, and a like sum for the fiscal 
year ending June 30, 1959. 

(b) For the construction, reconstruction, and improvement of parkways, auth- 
orized by Acts of Congress, on lands to which title is vested in the United States, 
there is hereby authorized to be appropriated the sum of $11,000,000 for the fiscal 
year ending June 30, 1958, and a like sum for the fiscal year ending June 30, 1959. 

(c) For the construction, improvement, and maintenance of Indian reserva- 
tion roads and bridges and roads and bridges to provide access to Indian reserva- 
tions and Indian lands under the provisions of the Act approved May 26, 1928 
(45 Stat. 750), there is hereby authorized to be appropriated the sum of $10,000,- 
000 for the fiscal year ending June 30, 1958, and a like sum for the fiscal year 
ending June 30, 1959: Provided, That the location, type, and design of all roads 
and bridges constructed shall be approved by the Secretary of Commerce before 
any expenditures are made thereon, and all such construction shall be under 
the general supervision of the Secretary of Commerce. 

Sec. 4. For the purpose of carrying out the provisions of section 10 of the 
Federal-Aid Highway Act of 1950 (64 Stat. 785), there is hereby authorized to be 
appropriated for the survey, construction, reconstruction, and maintenance of 
main roads though unappropriated or unreserved public lands, nontaxable Indian 
lands, or other Federal reservations the sum of $1,900,000 for the fiscal year 
ending June 30, 1958, and a like sum for the fiscal year ending June 30, 1959, to 
remain available until expended. 

Sec. 5. (a) Any funds authorized herein for forest highways, forest develop- 
ment roads and trails, park roads and trails, parkways, Ind’an roads, and 
public lands highways shall be available for contract upon apportionment, or a 
date not earlier than six months preceding the fiscal year for which authorized 
if no apportionment is required: Provided, That any umount remaining unex- 
pended two years after the close of the fiscal year for which authorized shall 
lapse. The Secretary of the department charged with the administration of such 
funds is hereby granted authority to incur obligations, approve projects, and 
enter into contracts under such authorizations and his action in doing so shall be 
deemed a contractual obligation of the Federal Government for the payment of 
the cost thereof and such funds shall be deemed to have been expended when sv 
obligated. 

(b) It is further declared to be the intent of Congress to continue until June 30, 
1969, the authorizations for roads in the Federal domain at annual rates not 
less than those contained in sections 2, 3, and 4 of this Act. 
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Sec. 6. Section 7 of the Federal-Aid Highway Act of 1952 (66 Stat. 158) is 
hereby amended to read as follows: 

“Sec. 7. There is hereby authorized an emergency fund in the amount of 
$30,000,000 for expenditure by the Secretary, in accordance with the provisions 
of the Federal-Aid Highway Act, as amended and supplemented, after receipt 
of an application therefor from the highway department of any State, in the 
repair or construction of highways and bridges on the Federal-aid highway sys- 
tems, which he shall find have suffered serious damage as the result of disaster 
over a wide area, such as by floods, hurricanes, tidal waves, earthquakes, severe 
storms, landslides, or other catastrophes in any part of the United States. The 
appropriation of such moneys as may be necessary for the initial establishment 
of this fund and for its replenishment on an annual basis is hereby authorized : 
Provided, That pending the appropriation of said sum, or its replenishment, the 
Secretary may expend, from existing Federal-aid highway appropriations, such 

ms as may be necessary for the immediate prosecution of the work herein 
authorized, such appropriations to be reimbursed from the appropriation herein 
authorized when made: Provided further, That no expenditures shall be made 
hereunder with respect to any such catastrophe in any State unless an emergency 
has been declared by the governor of such State and concurred in by the Secre- 
tary of Commerce: Provided further, That the Federal share payable on account 
of any repair or reconstruction project provided mor by funds made available 
under this section shall not exceed 50 per centum of the cost thereof: And provided 
further, That the funds herein authorized shall be available for use on any 
projects programed and approved at any time during the fiscal year ending June 
30, 1956, and thereafter, which meet the provisions of this section, including 
projects which may have been previously approved during the fiscal year ending 
June 30, 1956, from any other category of funds under the Federal Aid Highway 
Act, as amended and supplemented.” 

Sec. 7. (a) It is hereby declared to be essential to the national interest to 
provide for the early completion of the “National System of Interstate High- 
ways”, as heretofore authorized and designated in accordance with section 7 
of the Federal-Aid Highway Act of 1944 (58 Stat. 838) and section 6 of the 
Federal Highway Act of 1921 (42 Stat. 212). Because of its primary importance 
to the national defense, the name of said system is hereby changed to the “Na 
tional System of Interstate and Defense Highways’. For the purposes of this 
Act said National System of Interstate and Defeuse Highways is hereinafter 
refer.ed to as the National System. 

(b) For the purpose of expediting the construction, reconstruction, or im 
provement of the National System, there is hereby authorized to be appropriated 
the additional sum of $1,025,000,000 for the fiscal year ending June 30, 1957, 
which sum shall be in addition to the authorization heretofore made for that 
year. the additional sum of $1,700,000,000 for the fiscal year ending June 30, 
1958, the additional sum of $2,000,000,000 for the fiscal year ending June 30, 
1959, the additional sum of $2,200,000,000 for the fiscal year ending June 30, 
1960, the additional sum of $2,200,000,000 for the fiscal year ending June 20, 
1961, the additional sum of $2.200,000,000 for the fiscal year ending June 20 
1962, the additional sum of $2.200,000,000 for the fiscal year ending June 30, 1965, 
the additional sum of $2,300,000,000 for the fiscal year ending June 40, 1964, the 
additional sum of $2,300,000,000 for the fiscal year ending June 30, 1965, the ad 
ditional sum of $2,200,000,000 for the fiscal year ending June 20, 1966, the addi 
tional sum of $2,000,000,000 for the fiscal year ending June 20, 1967, the additional 
sum of $1,500,000,000 for the fiscal year ending June 20, 1968, and the additional 
sum: of $1,000,000,000 for the fiscal year ending June 20, 1069. The additional! 
sum herein authorized for the fiscal year ending June 30, 1957, shall be #ppor 
tioned immediately upon passage of this Act. The sums authorized herein for 
subsequent fiscal years shall be apportioned among the several States at least 
six months prior to the fiscal year for which authorized, but not more than 
eighteen months prior thereto. The sums herein authorized shall be apportioned 
in the ratio which the estimated cost of completing the National System in each 
State bears to the estimated total cost of completing the National System in all of 
the States as set forth in the computations compiled by the Bureau of Publis 
Roads on pages 6 and 7 of House Document Numbered 120, Kighty-fourth Con 
gress: Provided, That the Federal share payable on account of any project on 
the National System provided for by funds made available under the provision 
of this section shall be increased to 90 per centum of the total cost thereof 


pitis 
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a percentage of the remaining 10 per centum of such cost in any State containing 
unappropriated and unreserved public lands and nontaxable Indian lands, indi- 
vidual and tribal, exceeding 5 per centum of the total area of all lands therein, 
equal to the percentage that the area of such lands in such State is of its total 
area: And provided further, That such Federal share payable on any project in 
any State shall not exceed 95 per centum of the total cost of such project. 

(c) Any sums apportioned to any State under the provisions of this section 
shall be available for expenditure in that State for two years after the close of 
the fiscal year for which such sums are authorized: Provided, That such funds 
for any fiscal year shall be deemed to be expended if a sum equal to the total of 
the sums apportioned to the State specifically for the National System for such 
fiseal year and previous fiscal years is covered by formal agreements with the 
Secretary for the construction, reconstruction, or improvement of specific proj- 
ects under this section. 

(d) Any amount apportioned to the States under the provisions of this sec- 
tion unexpended at the end of the period during which it is available for ex- 
penditure under the terms of subsection (c) of this section shall lapse: Provided, 
That any National System funds released by the payment of the final voucher 
or by the modification of the formal project agreement shall be credited to the 
National System funds previously apportioned to the State and be immediately 
available for expenditure. 

(e) No funds authorized to be appropriated for any fiscal year by this section 
shall be apportioned to any State within the boundaries of which the National 
System may lawfully be used by vehicles with any dimension or with weight 
in excess of the greater of (1) the maximum corresponding dimensions or max- 
imum corresponding weight permitted for vehicles using the public highways of 
such State under laws in effect in such State or regulations established by 
appropriate State authority effective on March 1, 1956, or (2) the maximum 
corresponding dimensions or maximum Corresponding weight recommended for 
vehicles operated over the highways of the United States by the American Asso- 
ciation of State Highway Officials in a document published by such association 
entitled “Policy Concerning Maximum Dimensions, Weights, and Speeds of 
Motor Vehicles To Be Operated Over the Highways of the United States” and 
incorporating recommendations adopted by such association on April 1, 1946. 
Any amount which is withheld from apportionment to any State pursuant to the 
foregoing provisions of this section shall lapse. 

(f) The Secretary is directed to take all action possible to expedite the conduct 
of a series of tests now planned or being conducted by the Highway Research 
Board of the National Academy of Sciences, in cooperation with the Bureau of 
Public Roads, the several States, and other persons and organizations, for the 
purpose of determining the maximum desirable dimensions and weights for 
vehicles operated on the Federal-Aid Highway Systems and, after the conclusion 
of such tests, or not later than March 1, 1959, to make recommendations to the 
Congress with respect to such maximum desirable dimensions and weights. 

Sec. 8 (a) If an existing free highway, which is located upon the National 
System, is believed to measure up to the standards of construction required by 
this Act, a State may request that it receive a credit for such highway, and the 
State shall be entitled to receive such a credit subject to the conditions of this 
paragraph. The Secretary shall first determine whether or not the highway 
meets such standards. If he approves the same, the Secretary shall determine, in 
accordance with the rules and regulations issued pursuant to this Act, the amount 
of the depreciated cost of such highway. There shall be deducted from such 
depreciated cost an amount equivalent to 10 per centum thereof, and also the 
total amount of any Federal-aid funds used in the construction of such highway. 
The result shall be the credit to which the State is entitled. 

(b) If an existing toll highway, which is located upon the National System, 
is believed to measure up to the standards of construction required by this Act, 
a State may request that it receive a credit for such highway, and the State shall 
be entitled to receive such a credit subject to the conditions of this paragraph. 
The Secretary shall first determine whether or not the highway meets such 
standards. If he approves the same, the Secretary shall determine, in accord- 
ance with the rules and regulations issued pursuant to this Act, the amount of 
the original cost of such highways, excluding therefrom the cost of the financing 
thereof, and of any facilities not included within the definition of the term 
“highway” under Federal-aid highway legislation. For toll roads completed 
prior to December 31, 1951, he shall allow as a credit an amount not exceeding 
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40 per centum of such original cost, and for toll roads completed during the 
period between December 31, 1951, and December 31, 1955, he shall allow a credit 
not exceeding 70 per centum of the original cost. The State shall be entitled to 
the credit so allowed, 

(c) If a toll highway, which is located upon the National System, the con- 
struction of which is completed subsequent to December 31, 1955, is believed 
to measure up to the standards of construction required by this Act, a State 
may request that it receive the credit for such highway and the State shall 
be entitled to receive such a credit subject to the conditions of this paragraph. 
The Secretary shall first determine whether or not the highway meets such 
standards. If he approves the same, the Secretary shall determine, in accord- 
ance with the rules and regulations issued pursuant to this Act, the amount of 
the original cost of such highway, excluding therefrom the cost of the financing 
thereof and of any facilities not included within the definition of the term “high- 
way” under Federal-aid highway legislation. There shall be deducted from such 
original cost an amount equivalent to 10 per centum thereof. The result shall 
be the credit to which the State is entitled. 

(d) Any State for which a credit has been established, whether for a toll or 
a free highway, shall be entitled to use the same for construction of projects 
on the Federal-aid primary system, subject to the conditions that all Federal-aid 
highway funds apportioned to a State under Federal-aid highway legislation 
have been expended within the meaning of said legislation, and all funds appor- 
tioned under this Act have been obligated as provided under this Act. When- 
ever a State constructs such projects with funds received as a result of a credit 
under this section, all procedures and steps shall be taken in the same manner 
as though such funds had been apportioned under Federal-aid highway legis- 
lation. Any State for which a credit has been established on account of a toll 
highway shall be entitled, at its option, to use the credit for payment of any out- 
standing debt on the highway, which highway shall then become a free public 
highway. 

(e) Any State desiring to avail itself of the provisions of this section shall 
submit to the Secretary by its State highway department, among other things, 
the plans, specifications, and estimate of cost of such highway in the same manner 
as now provided for other Federal-aid projects. 

(f) The Secretary shall establish such reasonable rules and regulations as 
necessary or advisable to carry out the purposes of this section. 

Sec. 9. (a) In any case in which the Secretary is requested by any State to 
acquire any lands or interests in lands (including within the term “interests in 
lands”, the control of access thereto from adjoining lands) required by such State 
for right-of-way or other purposes in connection with the prosecution of any 
project for the construction, rereconstruction, or improvement of any section of 
the National System, the Secretary is authorized, in the name of the United 
States and prior to the approval of title by the Attorney General, to acquire, enter 
upon, and take possession of such lands or interests in lands by purchase, dona- 
tion, condemnation, or otherwise in accordance with the laws of the United 
States (including the Act of February 26, 1931; 46 Stat. 1421), if— 

(1) the Secretary has determined either that such State is unable to 
acquire necessary interests in lands, or is unable to acquire such lands or 
interests in lands with sufficient promptness; and 

(2) such State has agreed with the Secretary to pay, at such time as may 
be specified by the Secretary, an amount equal to 10 per centum of the costs 
incurred by the Secretary in acquiring such lands or interests in lands, or 
such lesser percentage which represents the State’s pro rata share of project 
costs as determined in accordance with section 7 (b) of this Act. 

The authority granted by this section shall also apply to lands and interests 
in lands received as grants of land from the United States and owned or held 
by railraods or other corporations. 

* (b) The costs incurred by the Secretary in acquiring any such lands or inter- 
ests in lands may include the cost of examination and abstract of title, certificate 
of title, advertising, and any fees incidental to such acquisition. All costs in- 
curred by the Secretary in connection with the acquisition of any such lands or 
interests in lands shall be paid from the funds for construction, reconstruction, 
or improvement of the National System apportioned to the State upon the request 
of which such lands or interests in lands are acquired any any sums paid to the 
Secretary by such State as its share of the costs of acquisition of such lands or 
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interests in lands shall be deposited in the Treasury to the credit of the appro- 
priation for Federal-aid highways or shall be deducted from other moneys due 
the State for reimbursement under section 7 of this Act and shall be credited 
to the amount apportioned to such State as its apportionment of funds for con- 
struction, reconstruction, or improvement of the National System. 

(c) The Secretary is further authorized and directed by proper deed, executed 
in the name of the United States, to convey any such lands or interests in lands 
acquired in any State under the provisions of this section, except the outside 
five feet of any such right-of-way in any State which does not provide control of 
access, to the State highway department of such State or such political subdivi- 
sion thereof as its laws may provide, upon such terms and conditions as to such 
lands or interests in lands as may be agreed upon by the Secretary and the State 
highway department or political subdivisions to which the conveyance is to be 
made. Whenever the State makes provision for control of access satisfactory to 
the Secretary, the outside five feet then shall be conveyed to the State by the 
Secretary, as aforesaid. 

(d) Whenever rights-of-way on the National System are required over public 
lands of the United States, the Secretary may make such arrangements with the 
agency having jurisdiction over such lands as may be necessary to give the State 
or other person constructing the projects on such lands adequate rights-of-way 
and control of access thereto from adjoining lands, and any such agency is 
hereby directed to cooperate with the Secretary in this connection. 

Sec. 10. For the purpose of facilitating the acquisition of rights-of-way in the 
most expeditious and economical manner and recognizing that the acquisition of 
rights-of-way requires lengthy planning and negotiations if it is to be done at a 
reasonaable cost, the Secretary is hereby authorized, subsequent to fiscal year 
ending June 30, 1956, upon request of the State highway department, to make 
available to the States for acquisition of rights-of-way, in anticipation of con- 
struction and under such rules and regulations as the Secretary may prescribe, 
out of each class of Federal-aid funds apportioned to the States, an amount not 
exceeding twenty per centum of each such class of funds for such acquisition of 
rights-of-way for roads to be constructed within a five-year period following the 
fiscal year in which such request is made on the same participation basis as 
provided by this Act for any such system. 

Sec. 11. (a) Subject to the conditions contained in this section, whenever a 
State shall pay for the cost of relocation of utility facilities necessitated by the 
construction of a project on the Federal-aid primary or secondary systems or on 
the National System, including extensions thereof within urban areas, Federal 
funds may be used to reimburse the State for such cost in the same proportion as 
Federal funds are expended on the project. 

(b) For the purposes of this section the term “utility” shall include publicly, 
privately, and cooperatively owned utilities. 

(c) For the purposes of this section, the term “cost of relocation” shall include 
the entire amount paid by such utility properly attributable to such relocation 
after deducting therefrom any increase in the value of the new facility and any 
salvage value derived from the old facility. 

Sec. 12. It is hereby declared to be the sense of Congress that all segments of 
the Federal-aid highway systems should be improved to standards adequate to 
meet the needs of national defense and the national economy at the earliest 
practicable date. The Secretary is hereby directed to include in his annual reports 
to the Congress a statement on the progress made in attaining the foregoing 
objective, together with recommendations with regard to the programs herein 
authorized. 

Sec. 13. All agreements between the Secretary and the State highway depart- 
ment for the construction of projects on the National System shall contain a 
clause providing that the State will not add any points of access to, or exit 
from, the project in addition to those approved by the Secretary in the plans for 
such project, without the prior approval of the Secretary. Such agreements shall 
also contain such provisions as the Secretary feels necessary to insure that the 
users of the National System will receive the benefits of free competition in pur- 
chasing supplies and services at or adjacent to highways in such system, and 
such agreements shall also contain a clause providing that the State will not 
permit automotive service stations or other commercial establishments to be 
constructed or located on the right-of-way of the National System in such State. 

Sec. 14. (a) The Secretary is authorized to approve as part of the National 
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System any toll road, bridge, or tunnel, now or hereafter constructed which 
meets the standards adopted for the improvement of projects located on the 
National System, whenever such road, bridge, or tunnel forms a logical segment 
of the National System. 

(b) The funds authorized under this Act, or prior Acts, shall be available for 
expenditure on projects approaching any toll road, bridge, or tunnel to a point 
where such project will have some reasonable use irrespective of its use for 
such toll road, bridge, or tunnel. 

_(c) The funds authorized under this Act, or prior Acts, shall be available for 
expenditure on projects approaching any toll road, even though the project 
has no use other than as an approach to such toll road: Provided, That agreement 
has been reached with the State prior to approval of any such project that 
(1) the section of toll road will become free to the public upon retirement of any 
bonds outstanding at the time of the agreement, (2) that all toll collections are 
used for maintenance and operation and debt service of the section of road in- 
corporated into the system, and (3) that there is one or more reasonably satis- 
factory alternate free routes available to traffic by which the toll section of the 
system may be bypassed. 

(d) Nothing in this Act shall be deemed to repeal the Act approved March 3, 
1927 (44 Stat. 1398), or paragraph (g) of section 204 of the National Industrial 
Recovery Act (48 Stat. 200), and said Acts are hereby amended to include tunnels 
as well as bridges. 

Sec. 15. The definition of the term “construction” in section 1 of the Federal- 
Aid Highway Act of 1944 is hereby amended to read as follows: 

“The term ‘construction’ means the supervising, inspecting, actual building, and 
all expenses incidental to the construction or reconstruction of a highway, includ- 
ing locating, surveying, and mapping (including the establishment of temporary 
and permanent geodetic monuments in accordance with specifications of the Coast 
and Geodetic Survey in the Department of Commerce), cost of rights-of-way, cost 
of relocation of building tenants, cost of demolition of structures or removal of 
usable buildings to new sites, including the cost of such sites, and the elimination 
of hazards of railway grade crossings.” 

Sec. 16. The provisions of section 13 of the Federal-Aid Highway Act of 1950 
shall not be applicable to projects constructed on the National System. 

Sec. 17. All provisions of the Federal-Aid Road Act of 1916, together with all 
Acts amendatory or supplementary thereto, not inconsistent with this Act, shall 
remain in full force and effect and be applicable hereto. All Acts or parts of 
Acts in any way inconsistent with the provisions of this Act, are hereby repealed. 

Sec. 18. If any section, subsection, or other provision of this Act or the applica- 
tion thereof to any person or circumstance is held invalid, the remainder of this 
Act and the application of such section, subsection, or other provision to other 
persons or circumstances shall not be affected thereby. 

Sec. 19. This Act may be cited as the “Federal Highway Act of 1956”. 
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